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I Acronyms and Definition of Key Terms

A: Acronyms

AIE - Authority to Incur Expenditure
BOD - Board Of Directors
BOM - Board Of Management
CEO - Chief Executivs Officer
CS - Cabinet Secretary
HPTs- Health Products and Technologies
IPSAS - International Public Sector Accounting Standards

ISO - Intemational Organization for Standardization
MOH-Ministry Of Health
MTEF- Medium Term Expenditure Framework
NHIF National Hospital Insurance Fund
NQCL- National Quality Control Laboratory
PPB - Pharmacy and Poisons Board
SCAC - State Corporations Advisory Committee
USTDA- United States Trade and Development Authority
VAT- Value Added Tax

I]: Definition of Key Terms

2

I



NATIONAL QUALITY CONTROL LABORATORY
Annual Report and Financial Statements
For the year ended June 30r 2025.

Comparative Year: Financial Year 20231 2024

Key Entity Information and Management

(a) Background Information
'iie Nationai euality Control Laboratory (]'IQCL) was established under section 35D of the

Pharmacy and Poisons Amendment Act of 1992 (Cap 244,Laws of Kenya) 9l tht 28-tl October,

l99Z aficame into operation on 06th November, 1992.T\e Laboratory is domiciled in Kenya with

no branches currently.

(b) Principal Activities
ihe Laboratory, under the pharmacy and Poisons Amendment Act of 1992 (Cap 244, Laws of

Kenya), has the following mandate:

l. Examine and test medicines and any material or substance from which or with which and

the manner in which mediciles may be manufactured, processed or treated and ensure the quality

control of medicines and medicinal substances;

Z. perform chemical, biological, biochemical, physiological and pharmacological analysis

and other pharmaceutical evaluation;
3. Test, on behalf of the Govemment, of locally manufactured and imported medicines or

medicinal substances with a view to determine whether such medicines or medicinal substances

comply with Cap 244;
4. To piovide advisory services to the Ministry of Health on medicines quality standard:

(c) Key Management

The Entity's day-to-day management is under the following key organs:

- Board of Management

- The director / CEO who is also the accounting officer'

- Management

J
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(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30ft June 2025 and

who had direct fiduciary responsibility were:

The Board of Management

Finance cornmittee

IndependentPharmacist201t01r974I Dr. John Ndiritu Muturi

IndependentMedical Laboratory

Services

I I /04/l 9832 Dr. Micheal Walekhwa

Nyongesa

Analytical ChemistrY2ll01/1988Dr. Mark Peter KitaJ

IndependentCorporate

Governance

05/08/1983Mr. Zenith Ouma Omollo

4

IndependentClinical Researchers/12/r978Mr. Nicodemus

Kisengese

5

IndependentFinance and

Administration

27t0511967CPA Flora Mighulo

Maghanga Mtuweta

6

IndependentLaw17109119817 Ms. Fatma Ibrahim Yunis

IndependentAccountant, Audit

and Finance

06t021r971Mr. AnthonyNdegwa

Nderitu

8

NameDesignationNo

Mr. Nicodemus KisengeseChairman

CPA Flora Mighulo Maghanga MtuwetaMember

Mr. Anthony Ndegwa NderituMember

4
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Audit and Risk Committee

Human Resource Committee

Technical Committee

Designation Name

I Chairman Dr. Micheal Walekhwa NYongesa

') Member Mr. Nicodemus Kisengese

3 Member Zeith Omollo

(Include all positions regarded as top management in your organisation as per your organisational

structure).

(e) [iduciaryOversightArrangements

Here, provide a high-tevet description ofthe key fiduciary oversight arrangements covering (say):

Audit and Risk Committee

No. Designation Name

I Chairman Mr. Zeith Omolo

2 Member Mr. Anthony Ndegwa Nderitu

J Member Ms. Fatma Ibrahim Yunis

No. Name

1 Chairman Dr. Mark Peter Kita Odero

Ms. Fatma lbrahim YunisMember

J Member Dr. Micheal Walekhwa NYongesa

Peter Shibirat

Kennedy Ruto
Head of Quality Assurance and risk

management
2

5

No.

Designation

)

E
Head Internal Audit
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(f) Entify Hcadquarters

P.O. Box 29726 -00202

KNHComplex

Hospital Road

Nairobi, KENYA

(g) Entity Contacts

Teleplrone: (254)- 020 - 3544525130

E mail: info@nqcl.go.ke

Website: www.nqcl.go.ke

(h) Entity Banl<ers

National Bank

Hill Plaza Branch

P.O. Box 45219 - 00100

NAIROBI,KENYA

(i) Independent Auditors

Auditor-General

Office of the Auditor General

Anniversary Towers, University Way

P.O: Box 30084

GPO 00100

Nairobi, Kenya

O Principal Legal Adviser

The Attomey General

State Law Office and Department of Justice

Harambee Avenue

P.O. Box 40112

City Square 00200

Nairobi, Kenya

6
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3. Management Team -

Main ResponsibilitYProfessionaV

Academic

Qualification

Name - DesignationKey managerts PassPort -slze

photo

Ag. DirectorAg. CEO - ndcDr Sultani Matendechero

1

Head of Research and

training
M.Pham, BPharm;

MPSK

Dr. MathaYo Kwena- Asistant

Chief Pharmacist

Deputy Director.Msc; BPharm;
BPhann; MPSK

Dr. Rebecca Manani Assistant

Chief Pharmacist

J

Head Wet Chemistry UnitMPharm, BPhamt;
MPSK

Dr. Peter Ngumo - Assistant Chief

Pharmacist
A

:
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5

Head of Biological Unit

MSc. Molecular
Biology

Ruth Ndanyo

6

Head of ProcurementBSc. Supply Chain
Management

Margret Wahu

7

Head Of lntemal AuditB. Com(Finance),
CPA-K

Peter Shibfua

8

FinanceMBA - Finance,
BCOM -Accounting

Diploma ln
AccountancY

Merceline Adhiambo

9
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1. Chairman's Statement

The National Quality Control Laboratory NQCL) is a government laboratory established by an Act
of Parliament. It has evolved into a respected centre of excel[ence in the quality control of rnedicines

and medical devices. As a WHO-prequalified and ISO 17025.2017 accredited laboratory, NQCL
plays a critical role in ensuring that Health Products and Technologies meet the necessary standards

and regulatory requirements, thereby directly contributing to the health and well-being of Kenyan

citizens which is a pillar in the Govemments agenda of Universal Health Coverage

Our strategic goal ii to achieve self-reliance in managing and utilizing resources within the nelt few

years. This annual report highlights our progress in aligning with current government'and public

Lxpectations,contributingtoI(errya,s""ono^ybyfosteringahealthiernation.
Wi recognize that other laboratories have been tasked with similar responsibilities in the past.

However, our strategic plan focuses on mobilizing resources and building the necessary capacity to

offer reliable services within preferred timelines. This approach will help us attract and maintain

strong partnerships in our mission. Some of the notable achievements so far include:

NATIONAL QUALITY CONTROL LABORATORY
Annual Report and Financial Statements
For the year ended June 30,2025.

Board Appoinlments
A sisnificant milestone was achieved earlier in the year with the appointment of a fully-fledged

boarl on the 24tl' of May 2024 that was later inaugurated on the 7tn of June 2024 led by a
substantive chairperson. The Pharmacy and Poisons Board selected individuals wjth diverse

expertise, forming a team full of fresh ideas to propel NQCL to new heights'

The Board has shown unwavering dedication to fulfilling its mandate'

Dr. John Muturi
Chairman - BOM

Pa rt ne rs h ip s a nd co I labo r ative framewo rks
We are grateful for the support received from various partners, both technically and financially. The

Global Fund has funded several activities geared towards capacity building of the technical staff in

light of Institutional Development plans being implemented towards the attainment of Maturity

Livel 3 requirements (ML3) as identified through the WHO Global Bench marking Tool, We

extend our appreciation to the current Acting Director, Dr. Sultani Matendechero, for his positive

energy and deep institutional knowledge, which are invaluable in steering NQCL toward greater

success.
NQCL has successfully become a full-fledged SAGA having obtained its approved Human resource

Instruments and budget allocation. With those two in place, NQCL Board will be the driver in

addressing a number of challenges that have plagued NQCL including the Human resource

challenges and technological advancements.

9

Date:3016/2025
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2. Report of the Chief Executive Officer

The National Quality Control Laboratory is a Semi-Autonomous Govemment Agency established

under CAP 244 Sec.35D Laws of Kenya (1992 Amendment). It was recognized as a Semi-

Autonomous Govemment Agency (SAGA) in the Ministry of Health on l1{'February, 2016.

Further, the State Corporations Advisory Committee (SCAC) categorised it in category PC 48 and

advised the Ministry of Health to embark on the activity of categorization.

The Laboratory continues to receive its budgetary allocation through the Ministry of Health under

the Vote Head 1081000900. The NQCL generates income from sample analysis fees of drugs for

Government institutions as well as private pharmaceutical firms. The income generated supplements

the'recurrent and development budget the Government gives to the Laboratory through the Ministry

of Health.

The fiuids generated and allocated are utilized for the procurement of chemicals, reagents,

jiassware, ,]lut"d apparatus and additional equipment and for remuneration of contiacted staff

members. These items are vital in ensuring the institution continues to meet the crlrrent good

practices for pharmaceutical quality control laboratories and the ISO 17025:2017 accrqditation for

tqsting laboratories Kenya Accreditation Services. '

The Laboratory has two categories of staff among its personnel. The first category comprises civil

servants deployed to the institution by the Ministry of Health. This includes pharmacists, supply

chain management assistant and biomedical engineers. The second category consists of staff

contracted by the Board of Management for a renewable contract. These include laboratory

technicians, accounts assistant, supply chain management assistants, an executive secretary,

laboratory assistants and a documentation clerk. The laboratory also engages interns and students on

attacliment who gain on the job leaming as part of the Government policy on training.

In the financial year under review, the laboratory was not able to utilize its allocation for the vote

.head from The National Treasury through the Ministry of Health where the vote head is

administered at the headquarters at Afya house. The Laboratory further faces challenges in the

course of implementing its mandate.

The fragmentation of testing in Kenya has resulted in a drastic drop in samples and revenue. The

mandate of keeping a data bank on the quality of medicines should be enforced by having all quality

control laboratories in the country work under the collaboration of NQCL to ensure a single data

stream. This will also steady the stream of analysis samples coming to NQCL which is its current

source of income

Dr. Sultani Matendechero

Ag. Director,
Date 3010612025

10
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Annual Report and Financial Statements
For the year ended June 30,2025.

3. Statement of Performance against Predetermined Objectives for FY 2024n5

National Quality Control Laboratory has 5 strategic pillars/ themes/issues and objectives within the

current Strategic Plan for the FY 2022-FY 2027.T\ese strategic pillars/ themes/ issues are as
,.

follows:

Pillar /theme/issue l: Detivering on the laboratory's core mandate

Pillar/theme/issue 2: Enhancing the governance structures "!

Pillar/theme/issue 3: Investing in human resource

Pillar/theme/issue 4: Developing institutional infrastructure & profile

Pillar/theme/issue 5 : Mobilizing resources for sustainability

National Quality Control Laboratory (NQCL) develops its annual work plans based on the above

/ve pillarsiThemes/lssues. Assessment of the Board's performance against its annual work plan

should be done on a quarterly basis. Currently the reports are done quarterly and submitted to the

M.O.H. NQCL achieved its performance targets set for the FY 2024-2025 period for its five

strategic pillars, as indicated in the diagram below

l1
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Key S[ra[egiesStintegic ObjectivesSlrategic Priority

National Quality Control Laboratory is in the process

ofacquiring necessary resources in preparation to start

testing Vaccines from BIOVAX Ltd'

Expansion ofoffering to cover all Health Products and

Technologies (to include medical devices, herbal

products, vaccines' and other biologics)'

is financial year NQCL was able to test 80% of total

samples that were brought for testing as at 3oth June

2025. NQCL is now working towards getting all HPTs

' to be tested here.

Spearhead is an enabling operating context for NQ

to be the go-to option for HPTS testing'

CL
Grow the market share of[IPTs
(including medical devices) in

the country tested bY NQCL to

100% bY the end ofthe Plan

period (samPles tested on behalf

of Govemment).

)

NQCL has started by offering training to university

students on attachment and also to other east African

countries Like Uganda. Research departnent has also

been established in the organization structure'

Establish a Training and Research Unit
Establish a Training and

Research hub to Position NQCL

as a regional trends' setter

(centre of excellence)'

3

This has not started yet due to limited funding

(PPB, KEMSA, programs) and other entities to ensure
' 
,or.rg. of futt scope (analysis, GMP and database

maintenance)

Partner with relevant stakeholders (Ministry o f Health
Establish and imPlement a

database/knowledge rePository

for the qualitY of HPTs in the

country

Delivering on the Broaden the offering of HPTs'

qualitY testing

laboratory's core

mandate

NQCL has been fully operationalized
Operationalize NQCL as a state corporation un

MoH

der

The Board ofDirectors was appointed and induction

taining was doneBuild the caPacity of the Board in line with the

Mwongozo code

To improve decision-making

and effective imPlementation of

NQCL's mandate

Enhancing the

governance

structures

ved organization structure is in place but

yment has not been done due to Iack of funds
ppro

mploAftract and retain highlY ski

staff

lled
Investing in,the

human resource

t2

1

4.

I

implement anand apProPriate.Update
stluctureI



Human Resource instruments already written and

approved by Public Service Commission. This will
improve the scheme of service.

Review, update and implement a scheme of service

We have allocated some funds on staff faining in our

budget
Enhance staff caPaciry and skills

When the HR instruments are implemented, there will
be an increase in salary and job security. This will

motivate staff. NQCL has acquired a few new

equipment that makes the staff work faster and this

also motivates them'

Increase staff engagement and motivation

Have prepared and started having monthly staff

meetings where issues on performance are discussed
Initiate culture formation interventions

Mainstream M & E in NQCL'S management Practices

Performance contact signed with the MOH
Align GoK performance contract goals to the SP

Promote a strong value-based

and performance-driven

organisational culture

2

NQCL is partnering with USTDA to do a feasibility

study on NQCL and write BQs for renovations and

construction ofa new lab.

Construction has not Yet started
Construct and equip the ultra'modern campus wlth the

Construct and equiP an ultra:

modern laboratory/camPus'

This is in the Process.
Automate NQCL's operations (Enterprise

Planning @RP) system, Laboratory Information

Management System (LIMS)'

Resource
Enhance the institutional

lnformation Communication and

Technology (ICT) caPaciry

,)

Purchase of motor vehicle has been include

procurement plan for the World bank project, and it is
' in the Process'

d in the
Acquire 4 motor vehicles

Enhance NQCL's oflicial

transPort caPacitY
J

This is yet to be done
Rebrand NQCL

Improve NQCL'S corPorate

image
4

'DeveloPing

institutional
infastructure and

Profile

NATIONAL QUALITY CONTROL LABORATORY

Annual Report and Financial Statements
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This in process

mobilised resources.

1
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This has been done. NQCL staff has attended one

conferences and public awareness campaigns this yearConduct sensitization and public awareness campaigns

This is already happening through QA department
Develop and implement risk-management systems

Lobby with relevant decision-makers towards

implementation of CArP 244 (SCAC' PBB, M
the tull

oH, etc)

We have a new organisation structure with all relevant

positions and also We have approved HR instrumentsEstablish 's own govemance structures that e

operating as a state corPoration

hable

l. Pursue the Laboratory's autonomy ln

financial allocation as a State

CorPoration

This is yet to begin
Collaborate with PPB to establish regional (cou

presence..

nty)
2. Expand the ctient base and

decentralised services

This is not Yet achieved
Improve the quality ofrendered services

This is already done. The new prices were gazette
Conduct a Pricing revlew

This is was done but in collaboration with other

organisationsLeverage existing data on quality o

through Publications

f pharmaceuticals

This is yet to begin
Accelerate marketing of the laboratory services

3, lncrease revenue by 30oZ annually

YoY

We already have two partners on board' Wor

through the Af ica East Health Emergency

Preparedness Response and Resilience Project -

ffuyi ptaotz?, which is tunding NQCL to achieve

ML3. The second partner is USTDA this one is

funding NQCL to come with the BQs for revocations

and construction ofthe new Laboratory'

ld Bank
Establish strategic partnerships and co llaborations

4. Mainstream PartnershiPs an

collaborations' development at NQCL
d

Mobilising
resources for

sustainabilitY

14

This has been achieved NQCL is a SAGA with its

budget allocation coming as a grant from next

financial Year.for financial autonomy'

: 
i 
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4. Corporate Governance Statement

Number of Board Meetings HeId
The Board of Management was appointed in May 2024 and held its inaugural meeting in June 2024

During financial year2024/2025 the Board of Directors held three meetings.

Process of Appointment and Removal of Directors

Cap 244 Laws of Kenya Section 35F allows for the creation of a Board of Directors for the

Laboratory. The board should consist of (9) nine members and the Chairperson to be appointed by

the president of the Republic of Kenya. A member of the BOD appointed shali hold office for thiee

years but sliall be eligible for re-appointment, but not for more than 2 terms. A quorum of the BOD

shall be five members and the members shall meet not less than four times each calendar year.

Board Remuneration

Each member shall receive a sitting allowance of Kshs. 20,000.00, less tax for every meeting and a

further allowance for lunch of Kshs. 2,000 when required. The chairman of the Board of

Management is entitled to a honoraria of Kes 80,000 per month. The Director shall be the secretary

of the Board of Management.

15

Roles and Functions of the Board

Section 35G highlights the functions of the BOD, which include i . ',

a. Administer the property and funds of the Laboratory in such manner and for such purposes

as shall, in their opinion, promote its best interests;

b. Receive, on behalf of the Laboratory, grants-in-aid, gifts, donations, fees, subscriptions or

other moneys and make disbursements therefrom;

c. Make regulations governing the appointment, conduct and discipline of employeeq of ,the

Laboratory;

d. In consultation with the Cabinet Secretary (CS) Health, draw up a scheme of service for

employees of the Laboratory;

e. Administer the approved terms and conditions of service, including appointments,

dismissals, remuneration and retiring benefits of employees of the Laboratory; and

- -_ -' f. Appoint such employees upon tenirs and c6nditions to be laid down by them, after

consultation with the CS Health, as it considers necessary for the proper and eflicient administration

of the Laboratory.
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Traihing and Induction i :'

The new board was recruited competitively as govemed by SCAC and gazetted on !4th of May

2024.TheBOM underwent training on the Mwongozo Code of Governance, as it is anchored in the

Constitution of Kenya, 2010.

Ethics and Conduct

National Quality Control Laboratory was categorised as PC 48 by SCAC in the year 2016.

Cunently it is recognized as a Semi.- Autonomous Govemment Agency that performs a regulatory

duty on medicines and health technologies under the Ministry of Health. As a testing artrd inspecting

facility, the Laboratory continues to uphold its corporate values of Staff, Environmentflntegrity &

Patriotism, Technology, Standards, Commitment to customer services, Quality Service ]ind Team &

Individual Productivity. ; ..

To avoid conflicts of interest, pressures and influences, the BOD will be bound by the provisions of

Public Officers Ethics Act Cap 183 and the Laboratory's conflict of interest policy. Two core

concepts are embodied in these regulations; BOD members shall not use public office for private

gain nor act impartially and give preferential treatment to any private organisation or iridividual. A

conflict of interest form within the quality management system of the Laboratory is available to

document this when necessary.

5. Management Discussion and Analysis

During financial Year 202412025 NQCL registered a drop in AIA collection. This was due to a drop

in number of samples brought to NQCL for testing. This led to budget deficit and increase in trade

payables.

In the Kenya Kwanza government manifesto, manufacturing has been given priority. One of the

items mentioned is manufacturing of pharmaceuticals and medical supplies. It is on that note that

BIOVAX has been established, and it has a mandate to produce vaccines locally. When the vaccines

wilt be produced, the lot release will require to be tested at NQCL. Therefore, NQCL future

developments include attainment of Maturity Level 3 requirements in preparedness to test locally

prodticed vaccines. However, with the expanded scope of testing the locally rltanufactured

vaccines, NQCL will require an increase in exchequer budget allocation to be able to meet its

financial obligations in future.

16
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Environmental and Sustainability Reporting

The National Quality Control Laboratory has a mandate to protect the lives of Kenyans by testing

all Health Products and technologies on behalf of the govemment. When implementing its mandate,

make sure of protecting the environment from pollution by making sure that the waste generated is

well disposed according to the requirements. NQCL has also participated in tree planting campaigns

and planted trees on their land and West Pokot together with the Ministry of Health'

D Sustainability strategy and profile . , '

National Quality Control Laboratory being a govemment entity, our first sustainability strategy is

participating in the government budgeting process (MTEF) so that we also receive some budget

allocation from the government. Our second sustainability strategy is writing proposals for funding

from development partners. Then we have another strategy of increasing our revenue by expanding

our scope of testing. NQCL is preparing to start testing vaccines and altdmative medicines' in the

country. in addition to that, NQCL intends to expand its revenue base by characterization of

Reference Standards and selling. Apart from that NQCL intends to expand its offiies to other

regions this will help increase our client base hence increasing revenue. This has been articulated in

the strategic plan.

Our key achievements include getting our HR instruments approved and a salary structure from SRC. NQCL

has been fully operationalized with Next year's budget allocation being converted into a grant.

Some of our failures include drop in revenue collection this.financial year and also lack of enough

staff members. NQCL has been unable to employ enough staff and even the few employed are not

fairly remunerated. Inability to acquire new equipment for the laboratory is also another failure.

ii) Environmental performancc

National quality control laboratory being a health products and technologies testing lab,

environmental safeguards must be in place. The laboratory has made sure the environment is safe by

subscribing to the WHO prequalification guidelines for Good Practices for Pharmaceutical Quality

Control Laboratories. In addition to that, NQCL has also received ISO / IEC 17025 accreditation as

a testing facility. However NQCL is having a challenge of not having an incinerator and therefore

t7

As NQCL works towards attaining its best, there are challenges and risks the organisation is likely

to face. The risks that may be faced are Legal risk, Governance risk, operations risks and financial

risks. The risks affect operations and performance at NQCL.
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incineration services are contracted through Pharmacy and Poisons Board' NQOL has also

participated in tree planting campaigns and planted trees on their land for conseniation of our

environment

ilD Emptoyee welfare

Most of the staff at NQCL was hired on contract basis using a scheme of service. The two thirds

rule was observed because we have 13 female employees against 16 Male employees. The staff

improves their skills through attending on job training and also attending seminars. A staff training

schedule is in place to make sure that at least each employee gets some on job training. AIso online

training is encouraged since it is cheap and affordable. To motivate staff members, st4ff appraisal
..-:

has been introduced and using the appraisal report the management will be able toLlieward and

reprimand where necessary. NQCL being a testing laboratory, a quality assurance deffiment that
\;i

takes care of documenting possible risks in the lab. The risks are communicated and mitigated.

NQCL has.registered its staff with SHA and the deductions are remitted monthly. .1,

Marketplacg practices-

The organization should outline its efforts to: ,', ,

a) Responsible competition practice. 
,'

Explain how the organisation ensures responsible competition practices with issues like anti-

corruption, responsible political involvement, fair competition and respect for competitors'

Procurement is done based mostly on quotation basis. This promotes competition and the suppliers

with the best prices win. Pre- qualification of suppliers and even opening and awarding of

quotations are done by a committee of several members which minimises the po3sibitity of

corruption. The National Quality ControlLaboratory does not have political involvement since it is

a public institution.

6i, '' Responsibte Supply chain and supplier relations

Explain how the organization maintains good business practices, treats its own suppliers responsibly

by honoring contracts and respecting payment practices.

Even though funds are not always available, National quality Control Laboratory treats its suppliers

responsibly by paying them whenever funds are available. NQCL also avoids unnecessary over

stdying with its bills.
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c) Responsible marl<eting and advertisement

d) National Quality Control Laboratory has an offrcial Website where one can get information

concerning it. The website is open to the public at any time.

e) Product stewardship

NQCL tests Medicines and health products and technologies to ensure that all the medicines in our

hospitals and pharmacies are ofgood quality and standards. The tests are done to protect and ensure

the safety of the citizens against poor quality medicines.

iv) Corporate Social Responsibility / Community Engagemcnts

National Quality Control Laboratory being a testing lab, it offers corporate social responsibility/

community engagements by participating in tree planting as director by the President of Kenya

Community service activity by National Quality Control Laboratoty'
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6: Report of the Directors
The Directors submit their report together with the audited financial statements for thelyear ended

June 30, 2025, which show the state of the Entity's affairs.

D Principal activities
The principal activities of the Entity are;

e Examine and test medicines; on behalf of the Government, locally manufactured and

imported medicines or medicinal substances;

O Perform cheniical, biological, biochemical, physiological, pharmacological analysis and

other pharmaceutical evaluation;

e Provide advisory services to the Ministry of Health on medicines quality standards; and

e carry out Good Manufacturing Practices (GMP) inspections in pharmaceutical

manufacturing industry premises and issue certificates of compliance on the same. i
The Laboratoiy t us utro expanded its testing capacity to include the testing of medical devices such

as male & female latex condoms, gloves, needles and syringes' 'r'

ii) Results i.

The results of the Entity for the year ended June 30,2025, are set out on page 12 to 24

iv) Surplus remission

In accordance with Regulati on 219 (2) of the Public Financial Management (National Government)

Regulations, regulatory entities shall remit into the Consolidated Fund, ninety per cent cif its surplus

funds reported in the audited financial statements after the end of each financial year.

NQCL remitted Kshs Nil (FY 2023t2024) Kshs Nil. The Entity did not make any surplus during the

year (FY 202412025 Kshs Nil) and hence no remittance to the Consolidated Fund.

y) Auditors
The Auditor-General is responsible for the statutory audit of the National Quality Control

Laboratory in accordance with Article 229 of the Constitution of Kenya and the Public Audit Act

2015.

By Order of the Board

Namg: Dr Sultani Matendechero

Corporate Secretary/Secretary to the Board

*...L
:,'.
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7. Statement of Director's Responsibilities

Section 81 of the Public Finance Management Act,2012 and Pharmacy and Poisons Amendment

Act of 1992 (Cap 244,Laws of Kenya) require the Director to prepare financial statements in

respect of that Laboratory, which give a true and fair view of the state of affairs of the Laboratory at

the end of the financial year and the operating results of the Laboratory for that year/period' The

Director is also required to ensure that the Laboratory keeps proper accounting records which

disclose with reasonable accuracy the financial position of the Laboratory' The Director,is also

responsible for safeguarding the assets of the Laboratory' '

The Director is responsible for the preparation and presentation of the Laboratory's financial

statements, which give a true and fair view of the state of affairs of the Laboratory for and as at the

end of the financial year ended on June 30, 2025. This responsibility includes: (i)Maintaining

adequate financial management arrangements and ensuring that these continue to be effective

throughout the reporting period; (ii)Maintaining proper accounting records, which disclose with

reasonable accuracy at any time the financial position of the Laboratory; (iii)Designing,

implementing and maintaining intemal controls relevant to the preparation and fair presentation of

the financial statements, and ensuring that they are free from material misstatements' whether due to

enor or fraud; (iv)Safeguarding the assets ofthe Laboratory; (v)Selecting and applying appropriate

accounting policies; and (vi)Making accounting estimates that are reasonable in the circumstances'

The Director accept responsibility for the Laboratory's financial statements, which have teen

prepared using appropriate accounting policies supported by reasonable and prudentjudgement and

estimates, in conformity with Intemational Public Sector Accounting Standards (IPSAS), and in the

mErnner required by the PFM Act,2}l}and Pharmacy and Poisons (Amendment) Act of 1992 (Cap

244, Lawsof Kenya). The Director is of the opinion that the Laboratory's financial statements give

a true and fair view of the state of Laboratory's transactions during the financial year ended June

3},2)25,and ofthe Laboratory's financial position as at that date'

The Director further confirms the completeness of the accounting records maintained for the

Laboratory, which have been relied upon in the preparation of the National Quality Control

Laboratory's financial statements as well as the adequacy of the systems of intemal financial

control.

Nothing has come to the attention of the Director to indicate that the Laboratory will not remain a

going concern for at least the next twelve months from the date of this statement'
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Approval of the financial statements

The taboratory's financial statements are approved and signed by the Chairperson of the Board and

the Ag. Director and Secretary to the Board of Directors.

Name Dr. John Muturi Name: Dr. Sultani Matendechero

Chairpcrson of thc Board/Council Accounting Officer

o

;Iil

22

lvk



fl non., +254-(zo) 3zr4ooo
EmCil: info@oagkenya.go.ke
Website:www.oagkenya. go.ke

REPUBLIC OF KENYA

orfrc: ()f Ir: auotTot{EtlEnaL
t.hna, nt lit ,^tbth^

HEADOUARTERS
Anniversary Towers

Monrovia Street
P.O Box 3oo84-ooroo

NAIROBI
FEPUSUC OF KENYA

REPORT OF THE AUDITOR-GENERAL ON NATIONAL QUALITY CONTROL
LABOR,ATORY FOR THE YEAR ENDED 30 JUNE,2025

PREAMBLE

I draw your attention to the contents of my report which is in three parts

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements,

B. Report on Lawfulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose; and,

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

An Adverse Opinion is issued when the Auditor-General determines that the financial
statements are materially misstated and are not fairly presented in accordance with the
applicable financial reporting framework. The Report on the Financial Statements should
be read together with the Report on Lawfulness and Effectiveness in the Use of Public
Resources, and the Report on Effectiveness of lnternal Controls, Risk Management and
Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

Report of the Auditor-General on National Qualil.v Control Laboratory for the year ended 30 June, 2025



!REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

I have audited the accompanying financial statements of National Quality Control
Laboratory set out on pages 241o75 which comprise of the statement of financial position
as at 30 June, 2025 and the statement of financial performance, statement of changes in
net assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the PublicAuditAct,20l5. lhave obtained all
the information and explanations which to the best of my knowledge and belief, were
necessary for the purpose of the audit.

Basis for Adverse Opinion

1. lnaccuracies in the Financial Statements

Review of the financial statements revealed the following inaccuracies and variances in
the fi nancial statements:

1.1. Unreconciled Variances in the Statement of Cashflows

The statement of cash flows reflects cash and cash equivalent balance of Kshs.218,815
for the year under review. The following unsatisfactory issues were noted;

The 202312024 comparative column in lhe 202412025 financial statements reflects
net cashflows used in operating activities of Kshs.45,470,798 while the 202312024
audited financial statements reflects a balance of Kshs.52,490,728 resulting to a
variance of Kshs.7,01 9,930.

lt The 202312024 comparative column in the 202412025 financial statements reflects
net increase/decrease in cash and cash equivalents of Kshs.31 ,279,641whi|e the
202312024 audited financial statements reflects a balance of 44,472,673 resulting to
a variance of Kshs13,193,032.

The statement of cash flows reflects net cash flow from operating activities of
Kshsl 1,152,867 and Kshs.45,470,798 in 202412025 and 202312024 financial years
respectively. However, Note 23 reflects net cash flow from operating activities of
Kshs.(2,280,625) and Kshs.40,424,171 resulting to variances of Kshs13,433,492
and Kshs.5,0 46,627 respectively.

The statement of cash flows reflects cash and cash equivalent balance of
Kshs.37,419 ,243 in lhe 202312024 comparative column. However, the statement of
cash flows in the 2023/2024 audiled financial statements reflects cash and cash
equivalent balance as at 30 June 2024 of Kshs.409,394 resulting to a variance of
Kshs.37,009.846.

Report ofthe Auditor-General on l\iational Qualin Control Laboratory for the vear ended 30 June. 2025
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The statement of cash flows reflects cash and cash equivalent of Kshs.37,419,243
as at 30 June, 2024 and cash and cash equivalent balance brought fonauard
1 July, 2024 in the 202412025 financial year column of Kshs.(2,499,441) resulting to
a variance of Kshs.39,918,684.

vi. The statement of cashflows reflects cash and cash equivalent brought forward on
1 July, 2024 ol Kshs.(2,499,441) in the 202412025 financial year column while the
202312024 audited financial statements reflects a balance of Kshs.409,394 as at
30 June, 2024 resulting to a variance of Kshs.2,908,835

vii. The statement of cashflows reflects cash generated from operations of
Kshs.11,152,867 while Note 23 to the financial statements reflects net cash flows
from operating activities of Kshs.(2,280,625) resulting to a variance of
Kshs.3,433,492..

ln the circumstances, the accuracy and completeness of the cash and cash equivalent
balance of Kshs.218,815 could not be confirmed.

1.2. Variance in Revenue from Rendering of Services

The statement of financial performance and as disclosed in Note 7 to the financial
statements reflects revenue from rendering of services of Kshs.S1,326,020 which
includes service fees of Kshs.50,069,021 that differs with the ledger amount of
Kshs.48,191 ,217 resulting to a variance of Kshs.1 ,877 ,802. Further, note 7 to the financial
statement reflects total revenue from exchange transactions of Kshs.51,326,020 which
differs with the recomputed amount of Kshs.50,789,520 resulting to a variance of
Kshs.536,499.

ln the circumstances, the accuracy and completeness of revenue from rendering of
services balance of Kshs.5'1 ,326,020 could not be confirmed.

2. UnsupportedDonations.

The statement of financial performance and as disclosed in Note 6 to the financial
statements reflects revenue from non-Exchange transaction of Kshs.10,199,395.
However, the balance was not supported by a ledger/support documents contrary to
Section 99(3) of the Public Finance Management (National Government) Regulations
20'1 5 which provides every entry in the accounts shall be supported by a voucher or other
approved document gazette by the Cabinet Secretary containing the full details, clear
narrations and particulars of the item or items to which it relates.

ln the circumstances, the accuracy and completeness of donations of Kshs.10,199,395
could not be confirmed.
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3. Employee Cost

The statement of financial performance and as disclosed in Note 9 to the financial
statements reflects employee costs of Kshs.26,005,118 which includes salaries and
wages of Kshs.23,540,126. The following unsatisfactory issues were noted;



Understatement of Employee Costs

Audit verification of the payrolls and ledger provided for audit revealed that statutory
deductions of Kshs.204,714were not included in the ledgers and thus understating the
employee costs.

il. Misclassification of Employee Costs

The statement of financial performance and as disclosed in Note 9 to the financial
statements reflects employee costs of Kshs.26,005,118 during the year under review.
However, audit verification of the ledger and payment vouchers revealed that Pay As You
Earn (PAYE) in respect to board of management allowances of Kshs.301,000 was
wrongly classified as employee costs instead of board expenses.

Further, included in the employee cost of Kshs.26,005,118 which includes Kshs140,000
relating to chairman's honoraria which was wrongly classified as employee costs instead
of board expenses.

ln addition, included in the employee costof Kshs.26,005,118 is salary advanced to an
officer of Kshs.223,600 which should have been recognized under receivables in the
statement of financial position.

ln the circumstances, the accuracy and completeness of employees cost of
Kshs.26,005,118 could not be conflrmed.

4. Use of Goods and Services, Board Expenses and Repairs and Maintenance

i. Variance Between Financial Statement and Ledgers

The statement of financial performance and as disclosed in Note 8,10 and 12 to the
financial statements reflects use of goods and services, board expenses and repair and
maintenance balances of Kshs.28,008,002, Kshs.3,332,823 and Kshs.2,120,458
respectively. However, review of the financial statements and the ledgers revealed a
variance of Kshs.2,284,560, Kshs.112,000 and (Kshs.802,000) as shown below;

Expenditure items Financial
statements
balance
(Kshs)

Ledger
balance
(Kshs)

Difference
(Kshs)

Travel subsistence and other
allowances

6,201,625 6,036,053 165,572

Consumables 3,507,539 1,341,601 2,165,938

Trainings 334,002 687,602 (353,600)
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Expenditure items Financial
statements
balance
(Kshs)

Difference
(Kshs)

Chemicals 4,857,461 4,5s0,811 306,649

14,900,627

Board Expenses 3,332,823 3,220,823 112,000

Repairs and maintenance 2,120,458 2,922,458 (802,000)

ln the circumstances, the accuracy and completeness of use of goods and services,
board expenses, repair and maintenance balances of Kshs.28,008,002, Kshs.3,332,823
and Kshs.2,120,458 respectively could not be confirmed.

ii. Unsupported Travel, Subsistence and Other Allowances

The statement of financial performance and as disclosed in Note 8 to the financial
statements reflects use of goods and services of Kshs.28,008,002 which includes travel,
subsistence and other allowances of Kshs.6,201,625, out of which expenditure of
Kshs.3,465,550 was not properly supported due to lack of imprest warrants and evidence
of travel contrary to Section 99(3) of the Public Finance Management (National
Government) Regulations 2015 which provides every entry in the accounts shall be
supported by a voucher or other approved document gazette by the Cabinet Secretary
containing the full details, clear narrations and particulars of the item or items to which it
relates.

ln the circumstances, the accuracy and completeness of travel, subsistence and other
Allowances of Kshs.6,201,625 could not be confirmed.

iii. Unsupported Utilities Expenditure

The statement of financial performance and as disclosed in Note 8 to the financial
statement reflects the use of goods and services of Kshs.28,008,002 which includes
utilities expenses of Kshsl ,346,274 which not supported by general ledger/schedules.

Further, audit verification revealed that the Laboratory received its electricity supply from
Kenyatta National Hospital (KNH) which uses sub meters to determine the electricity
consumed by the Laboratory. However, the sub meter readings to support the electricity
charged to the Laboratory by KNH during the year was not provided for audit verification
contrary to Regulation 99(3) of the Public Finance Management (National Government)
Regulations 2015 provides every entry in the accounts shall be supported by a voucher
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or other approved document gazetted by the Cabinet Secretary containing the full details,
clear narrations and particulars of the item or items to which it relates.

ln the circumstances, the accuracy and completeness of utilities expenditure of
Kshs.1 ,346,274 could not be confirmed.

iv. Unsupported Training Expenditures

The statement of financial performance and as disclosed in Note 8 to the financial
statements reflects use of goods of Kshs.28,008,002 which includes training expenditure
of Kshs.334,002, out of which expenditures of Kshs.353,600 were not supported with
payment vouchers contrary to Regulation 99(3) of the Public Finance Management
(National Government) Regulations 2015 which provides that every entry in the accounts
shall be supported by a voucher or other approved document gazette by the Cabinet
Secretary containing the full details, clear narrations and particulars of the item or items
to which it relates.

ln the circumstances, the accuracy and completeness of training expenditure of
Kshs.334,002 could not be confirmed.

v Unsupported Chemical Expenditure

The statement of financial performance and as disclosed in note 8 to the financial
statements reflects use of goods and services of Kshs.28,008,002 which includes
chemical expenses of Kshs.4,857 ,461. However, included in the chemical expenditure
balance is Kshs.3,440,695 which was not supported by payment vouchers contrary to
Section 104(1) of the Public Finance Regulation which states that all receipts and
payments vouchers of public moneys shall be properly supported by pre-numbered
receipt and payment vouchers and shall be supported by the appropriate authority and
documentation.

ln the circumstances, the accuracy and completeness of chemical expenditure of
Kshs.4,857,461 could not be confirmed.

vi. UnsupportedDonations

The statement of financial performance and as disclosed in Note 8 to the financial
statements reflects use of goods and services of Kshs.28,008,002 which includes
donations of Kshs.8,853,121 which were not supported with ledgers and other support
documents contrary to Regulation 104(1) of Public Finance Management (National
Government) Regulations 2015 which states that all receipts and payments voucher of
public moneys shall be properly supported by pre-numbered receipt and payment
vouchers and shall be supported by the appropriate authority and documentation.

ln the circumstances, the accuracy and completeness of donations of Kshs.8,853,12'1
could not be confirmed.
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vii. Under Statement of Board Expenses

The statement of financial performance and as disclosed in Note 10 to the financial
statements reflects board expenses of Kshs.3,332,823. Audit verification of the payment
vouchers provided for audit revealed that tax deducted from board of management
allowances of Kshs.980,000 was not included in the board expenses.

ln the circumstances, the accuracy and completeness of board expenses of
Kshs3,323,823 could not be confirmed.

viii. Unsupported Repairs and Maintenance Expense

The statement of financial performance and as disclosed in Note 12 to the financial
statements reflects repairs and maintenance of Kshs.2,120,458. However, support
documents for the pending bills of Kshs.1 ,463,1 1 3 included in the ledger was not provided
for audit verification contrary to Regulation 99(3) of the Public Finance Management
(National Government) Regulations, 2015 which states that every entry in the accounts
shall be supported by a voucher or other approved document gazette by the Cabinet
Secretary containing the full details, clear narrations and particulars of the item or items
to which it relates.

ln the circumstances, the accuracy and completeness of repair and maintenance
expenditure of Kshs.2,120,458 could not be confirmed.

5. Non-Disclosure of Depreciation and Amortization Method and Rates Applied in
the Financial Statements

The statement of financial performance and as disclosed in Note 19 to the financial
statements reflects depreciation and amortization expense of Kshs.14,915,731. However,
the Management did not disclose the depreciation and amortization method and rates
applied for the year contrary to Paragraph 69 of IPSAS 45 which states that the financial
statements shall disclose the depreciation methods and rates used in determination of
depreciation and amortization balances. Further, the depreciation charge for the year the
computers and other assets and Laboratory equipment of Kshs.1 ,075,872 and
Kshs.13,757,041 is un usually high compared to the asset cost of Kshs.1 .152,072 and
Kshs. 1 6, 1 50,444 respectively.

Further, depreciation was inconsistently calculated using both straight line and reducing
balance methods of depreciation.

ln the circumstances, the accuracy and completeness of depreciation and amortization
expenses of Kshs.14,915,731could not be confirmed.
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6. Receivables from Exchange Transactions

The statement of financial position reflects receivables from exchange transaction
balance of Kshs.34,236,699 during the year under review. However, the following
unsatisfactory issues were noted;



i. Variance Between Statement of Financial Position and Notes to the Financial
Statement

The statement of financial position reflects receivables from exchange transactions
balance of Kshs.34,236,699 and was referenced to Note '15(a) to the financial statements
and reflects a balance of Kshs.28,223,579 resulting to a variance of Kshs.6,013,120
during the year under review.

Further, the statement of financial position reflects a nil balance under non-current assets
receivables from exchange transactions which differs with Note 15(b) to the financial
statements non-current receivables from exchange transactions (Long term) balance of
Kshs.34,236,699 resulting to unexplained variance of Kshs.34,236,699.

ln the circumstances, the accuracy and completeness of the receivables from exchange
transactions of Kshs.34,236,699 could not be confirmed.

iii. Long Outstanding Receivable from Exchange Transactions

The statement of financial position and as disclosed in Note 15(b) to the financial
statements reflects receivables from exchange transaction balance of Kshs.34,236,699
during the year under review. lncluded in the balance is long outstanding KEMSA debt of
Kshs.6,013,120 which has been outstanding for more than eighteen (18) years contrary
to regulation 64(2) of Public Finance Management (National Government) Regulation,
2015 which states that an accounting Officer or receiver of revenue who experiences
difficulty in collecting revenues due to the national government shall report the
circumstances to the Cabinet Secretary without delay. Further, the amount was not
supported by a customer Ledger.

ln addition, receivables of Kshs.28,709,106 has been outstanding for more than one year
with no agreed payment plan contrary to Section 83(2Xg) of the Public Finance
Management (National Government) Regulations,2015 which states that it is the
responsibility and duty of the accounting officer to pursue debtors with appropriate
sensitivity and rigour to ensure that amounts receivable by the government are collected
and banked promptly.
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ii. Unsupported Receivables from Exchange Transactions

The statement of financial position and as disclosed in Note 15b to the financial
statements reflects receivables from exchange transaction balance of Kshs.34,236,699
during the year under review. However, the balance was not supported by customer
ledgers contrary to Regulation 64(6) of the Public Finance Management (National
Government) Regulations,2015 which states that an accounting officer or receiver of
revenue or collector of revenue shall ensure adequate books of accounts are kept relating
to revenue collection and management.

ln the circumstances, the accuracy, completeness and existence of the receivables from
exchange transactions of Kshs.34,236,699 could not be confirmed.



a ln the circumstances, the accuracy, completeness and existence of the receivables from
exchange transactions of Kshs.34,236,699 could not be confirmed.

iv. Unsupported Receivables from Non-Exchange Transactions

The statement of financial position and as reflected in Note 16 to the financial statements
reflects receivables from non-exchange transactions of Kshs.444,750 for the year under
review. However, the balance was not supported by ledgers contrary to Regulation 64(6)
of the Public Finance Management (National Government) Regulations, 2015 which
states that an accounting officer or receiver of revenue or collector of revenue shall ensure
adequate books of accounts are kept relating to revenue collection and management.

ln the circumstances, the accuracy, completeness and existence of the receivables from
non-exchange transactions of Kshs.444,750 could not be confirmed.

7. Unsupported Inventory Balance

The statement of financial position and as disclosed in Note 17 to the financial statements
reflects inventory balance of Kshs.18,167,904 during the year under review. The following
unsatisfactory issues were noted;

i. Unsupported lnventory Balance

Audit verification revealed that the inventory balance was not supported by ledgers, stock
sheets bin cards and stock take reports completed during annual stock take contrary to
Section 166(4) of the Public Procurement and Disposal Regulation,2020 which states
that for effective, economic, efficient, and transparent use of government inventory, stores
and assets at all levels, an accounting officer of a procuring entity shall take full
responsibility of the management or control of inventory and assets and shall ensure that
preventive measures are put in place to eliminate theft security and safety threats,
losses, wastage and misuse, the movement and condition of assets can be tracked, stock
levels are at optimum and economical level and systems, processes and procedures both
in electronic and manual form are in place.

ln the circumstances, the accuracy and completeness of inventories balance of
Kshs.18,167,904 could not be confirmed.

ii. Variance in inventories

The statement of financial position and as disclosed in Note 17 to the financial statements
reflects inventories balance of Kshs.17,288,679 in the 202312024 comparative column
while the 202312024 audited financial statements reflects inventory balance of
Kshs.17,066,399 resulting to a variance of Kshs.222,280.

ln the circumstances, the accuracy and completeness of inventories balance of
Kshs.17,288,679 could not be confirmed.

Report of the Auditor-General on National Quality Control Laboratory for the year ended 30 June, 2025

9



Audit verification revealed trade and other payables balance of Kshs.33,262,767 which
differs with the schedule balance of Kshs.8,766,289 resulting to a variance of
Kshs.24,496,478.

ii. Unsupported Trade and Other Payables

Audit verification revealed that trade and other payables were not supported with invoices,
local purchase order, local service order, inspection and acceptance certificate, tender
documents and the management did not provide aging analysis for audit verification.

Further, it was noted that the Management did not prioritize the payment of outstanding
trade and other payables carried forurard from the previous year.

ln addition, payment received in advance of Kshs.25,556,971 was not supported by a
schedules/ ledger.

ln the circumstances, the accuracy and completeness of trade and other payables
balance of Kshs.33,262,767 could not be confirmed.

iii. Unsupported VAT Due

The statement of financial position reflects VAT due of Kshs.10,000,000 which was not
referenced to any notes to the financial statements. However, the VAT due balance was
not supported by ledgers/schedules contrary to Regulation 99(3) of the Public Finance
Management (National Government) Regulations, 20'15 which states that every entry in
the accounts shall be supported by a voucher or other approved document gazette by the
Cabinet Secretary containing the full details, clear narrations and particulars of the item
or items to which it relates.

ln the circumstances, the accuracy and completeness of VAT due balance of
Kshs.10,000,000 could not be confirmed.

9. Unsupported Prior Year Adjustment

The statement of changes in net assets reflects retained earnings of Kshs.36,635,530
during the year under review. However, a prior year adjustment of Kshs.26,581,501
included as a prior year adjustment to 202312024 financial year opening balance of
Kshs.50,069,021 was not supported by any documentary evidence contrary to
Section 99(3) of the Public Finance Management (National Government) Regulations,
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8. Trade and Other Payables

The statement of financial position and as reflected in Note 21 to the financial statements
reflects trade and other payables balance of Kshs.33,262,767. However, the following
unsatisfactory issues were noted;

i. Variance Between the Financial Statement and Schedule Balance



2015 which states that every entry in the accounts shall be supported by a voucher or
other approved document gazette by the Cabinet Secretary containing the full details,
clear narrations and particulars of the item or items to which it relates. Further, the
statement of changes in net assets in 202312024 audited financial statements was not
completed and therefore the accuracy opening balances could confirmed.

ln the circumstances, the accuracy and completeness of retained earning balance of
Kshs.36,635,530 could not be confirmed.

10.Errors, Omissions and Non-Compliance with Public Sector Accounting
Standard Board Template

Review of the financial statements compared to the Public Sector Accounting Standard
Board template revealed errors, omissions and non-compliance with approved financial
reporting template as detailed below;

The Board of Directors information was not included in the financialstatements and
was also missing in the table of contents.

il Statemenl of performance against the predetermined objectives does not include

Environmental and sustainability reporting was not included in table of contents buts
it was included in page 17 to the financial statements.

Numerical page numbering has been used in Other lnformation section of the
financial statements instead of romans numbering as per the approved financial
reporting template.

The ICPAK number for Head of Finance was not indicated in statement of financial
performance, statement of financial position and statement of cash flows contrary to
the requirement of Public Sector Accounting Standard Board template. Further
review of Management Team report in the financial statements reveals that the head
of accounting does not have Certified Public Accountancy qualifications.

VI Depreciation rates and methods used in the determination of depreciation amount
was not included in the financial statements.

vil Age analysis for both trade and other receivables and trade and other payables were
not included in the notes 16 and 21 to the financial statements.

vilt Profile of cabinet secretary, statement by Cabinet Secretary and Statement by
accounting officer were not included in the financial statements.

ix. The statement of cash flows was not included in the table of contents

IV
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x The statement of changes in net assets did not comply with Public Sector Accounting
Standard Board since it starts with the year 20241 2025 on top instead of starting
wtlh 202212023 financial year.

xt Budget reconciliation was not included in the statement of comparison of budget and
actual amounts reconcile surplus for the year with cash and cash equivalent balance.

xii. Failure to include implementation status of auditor General recommendations.

xiii. Appendix on projects implemented was not included in financialstatements.

xiv. Failure to include transfers from other Government entities schedule.

xv. Lack of inter entity confirmation letters dully signed by the Head of Accounting Unit

ln the circumstances, the financial state did not comply with the approved financial
reporting template.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the National Quality Control Laboratory
Management in accordance with ISSAI 130 on the Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my adverse opinion.

Emphasis of Matter

The statement of comparison of budget and actual amounts reflects final receipt budget
and actual on comparable basis of Kshs.201,933,053 and Kshs.61,632,640 respectively
resulting to underfunding of Kshs.140,300,4'13 or 69% of the budget. Similarly, the
Laboratory spent Kshs.60,150,400 of the budgeted expenditure of Kshs.201,933,053
resulting to an under expenditure of Kshs.141 ,782,653 or 70o/o.

The underfunding and utilization affected planned activities and may have impacted
negatively on service delivery to the public.

My opinion is not modified in respect of this matter

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the effect of the matters
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a
described in the Basis for Adverse Opinion, I have determined that there are no other key
audit matters to communicate in my report.

The Directors are responsible for the Other lnformation set out on page 2 to 21 which
comprise of Key Entity lnformation and Management, Chairman's Statement, Report of
the Chief Executive Officer, Statement of Performance Against Predetermined
Objectives, Corporate Governance Statement, Management Discussion and Analysis,
Environmental and Sustainability Reporting, Report of the Directors and Statement of
Directors Responsibilities. The Other lnformation does not include the financial
statements and my audit report thereon.

ln connection with my audit on the National Quality Control Laboratory financial
statements, my responsibility is to read the other information and in doing so, consider
whether the other information is materially inconsistent with the financial statements or
my knowledge obtained in the audit or othenruise appears to be materially misstated. lf,
based on the work I have performed, I conclude that there is a material misstatement of
this other information and I am required to report that fact. Based on the audit procedures
performed, because of the significance of the matters described in my Basis for Adverse
Opinion, I confirm that the Other lnformation is materially inconsistent with the financial
statements

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, because of the significance of the matters discussed in the Basis for Adverse
Opinion and the Basis for Conclusion on Lawfulness and Effectiveness in the Use of
Public Resources sections of my report, I confirm that public resources have not been
applied laMully and in an effective way.

Basis for Conclusion

1. Non Deduction and Remittance of Statutory Deductions

The statement of financial performance and as disclosed in Note 9 to the financial
statements reflects employee costs of Kshs.26,005,118 which includes salaries and
wages expenditure of Kshs.23,540,126. However, audit verification of the payrolls
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revealed that various statutory deductions were not deducted and remitted to various
statutory bodies as detailed below:

1.1 Non Remittance of Statutory Deductions

Examination of payrolls, payment vouchers and bank statements provided for audit
verification revealed that various statutory deductions in respect to Social Health Authority
and National Social Security Fund of Kshs.37,7'19 and Kshs.232,802 respectively
deducted from staffs were not remitted to the respective statutory bodies' contrary to
Section 19(4) of Employment Act, 2007 which states that An employer who deducts an
amount from an employee's remuneration in accordance with subsection (1)(a), (0, (g)
and (h) shall pay the amount so deducted in accordance with the time period and other
requirements specified in the law, agreement court order or arbitration as the case may
be.

ln the circumstances, the management was in breach of the law.

'|..2 Late Remittance of Statutory Deductions

Examination of payrolls and bank statements provided for audit verification revealed that
statutory deductions in respect to Social Health Authority, Pay As You Earn, National
Social Security Fund and Affordable Housing Levy of Kshs.188,595, Kshs.546,177,
Kshs.246,914 and Kshs.82,296 respectively all totaling to Kshs.1,063,982 were remitted
after the statutory deadline date contrary to Section 19(a) of Employment Act, 2007 which
states that An employer who deducts an amount from an employee's remuneration in
accordance with subsection (1)(a), (0, (g) and (h) shall pay the amount so deducted in
accordance with the time period and other requirements specified in the law, agreement
court order or arbitration as the case may be.

ln the circumstances, the management was in breach of the law.

1.3 Unprocedural Payment of Staff Allowances

The statement of financial performance and as disclosed in Note 9 to the financial
statements reflects employee costs of Kshs.26,005,118.Audit verification of the payroll
records provided for review revealed that the management paid staff allowances of
Kshs.1,780,000 to seconded staffs from the Ministry of Health despite the staff having
been compensated by the Ministry of Health for the duties carried out at National Quality
Control Laboratory contrary to Section 68(1) of the Public Finance Management Act, 2012
which states that an accounting officer for a national government entity, Parliamentary
Service Commission and the Judiciary shall be accountable to the National Assembly for
ensuring that the resources of the respective entity for which he or she is the accounting
officer are used in a way that is lawful and authorized and effective, efficient, economical
and transparent.

ln the circumstances, the management was in breach of the law

L
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2. Unprocedural Procurement of Repair and Maintenance

The statement of financial performance and as disclosed in Note 12 to the financial
statements reflects repairs and maintenance of Kshs.2,120,458. However, audit
verification revealed that procurements of Kshs.838,1'18 were done without requisitions
from the user department and local purchase orders contrary to Section 162(4) of the
Public Procurement and Assets Disposal Act,2015 which states the all procured items
assigned for use by a public or state officer shall be requisitioned from and issued by the
head of the procurement function of a procuring entity and Section 166(1) of the Public
Procurement and Disposal Regulations Regulation 2020 which states that an accounting
officer of a procuring entity shall only receive works, goods or services pursuant to Section
159 of the Act based on a purchase order, service order or signed contract.

ln the circumstances, the management was in breach of the law.

3. Procurement of Goods and Services from Non- Prequalified Suppliers.

The statement of financial performance and as disclosed in Note 8 to the financial
statement reflects the use of goods and services of Kshs.28,008,002 which includes
consumable and telecommunication expenses of Kshs.3,507,539 and Kshs.698,416
respectively. Audit verification revealed that goods and services of Kshs1,206,529 were
procured from non-prequalified suppliers contrary to Section 95 (3) of Public Procurement
and Asset DisposalAct of 2015 which states that a procuring entity shall invite tenders
from only the approved persons who have been pre-qualified.

ln the circumstances, the management was in breach of the law

4. Lack ofan Approved Budget

The statement of comparison of budget against actual amounts reflects final revenue and
expenditure budget of Kshs.201,933,053. However, the budget was not approved by
Board of Directors, relevant Ministry and National Treasury contrary to Section 35J(4) of
Pharmacy and Poisons Act,2012 which states that the estimates for the expenditure of
the Laboratory shall be submitted through the Minister for approval by the National
Treasury.

ln the circumstances, the management was in breach of the law

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in

the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, because of the significance of the matters discussed in the Basis
for Adverse Opinion and the Basis for Conclusion on Effectiveness of lnternal Controls,
Risk Management and Governance sections of my report, I confirm that internal controls,
risk management and governance were not effective.

Basis for Conclusion

1. Uncontrolled Use of Receipts Books

The statement of financial performance and as disclosed in Note 7 to the financial
statements reflects revenue from rendering of services of Kshs.S1,326,020 during the
year under review. lncluded in the balance is service fees of Kshs.50,069,020, out of
which service fees of Kshs.1 1,069,946 collected from two different clients was receipted
using the same receipt number contrary to Section 118 (2) of Public Finance Management
(National Government) Regulations, 2015 which states that the accounting officer shall
keep his or her stock of accountable documents whether manual under lock and key,
issuing them in accordance with the daily needs of the service, and keeping an accurate
up{o-date record of their use by means of continuity control sheets.

ln the circumstances, there was a possible loss of revenue arising from uncontrolled use
of receipt books.

2. Failure to Update lmprest Register

The statement of financial performance and as disclosed in Note 8 to the financial
statements reflects use of goods and services of Kshs.28,008,002. lncluded in the
balance is Kshs.6,201,625 in respect to travel, subsistence and other allowances.
However, audit verification revealed that imprest issued of Kshs.1,431,053 was not
recorded in the imprest register contrary to Section 93(4) of Public Finance Management
(National Government ) Regulations,20'15 which states that before issuing temporary
imprests under paragraph (2) the accounting officer shall ensure that the applicant has
no outstanding imprests and that the imprest has been recorded in the imprest register
including the amount applied for.

ln the circumstances, the management was in breach of the law.

3. Non-Surrender and Non-Recognition of Temporary lmprest

Verification of the imprest register provided for audit review revealed that an imprest of
Kshs.325,200 was issued to a member of staff via imprest number 46 dated 7 February,
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2025 but it had not been surrendered as at 26 November,2O25 contrary to Regulation 93
(5) of the Public Finance Management (National Government) Regulations, 2015 which
states that a holder of a temporary imprest shall account or surrender the imprest within
7 working days after returning to duty station.

Further, the imprest was not recognized in as receivable in the statement of financial
position.

ln the circumstances, the management was in breach of the law.

The statement of financial position and as reflected in Note 21 to the financial statements
reflects trade and other payables balance of Kshs.33,262,767. However, audit verification
revealed that the management did not prioritize the payment of outstanding trade and
other payables carried forward from the previous year of Kshs.21,507,398 contrary to
Regulation 42(1)(b) of the Public Finance Management (National Government)
Regulations,2015 which requires debt service payments to form first charge at the
beginning of the financial year.

ln the circumstances, the management was in breach of the law.

5. Lack of Expenditures Approval

The statement of financial performance and as disclosed in Note 8 and 12 to the financial
statement reflects repair and maintenance of Kshs.2,120,458 . lncluded in the repairs
and maintenance balance is training expenses of Kshs.334,002.However, audit
verifications revealed that payment vouchers lacked critical control measures such
as lack of vote book certificate details to certify that the expenditure has been entered in
the vote book and that there are adequate funds to facilitate settlement, internal audit
remarks, and dates which the accounting officer authorized payment. This contravenes
Regulation 52(1b) of the Public Finance Management (NationalGovernment) Regulation,
2015 which states that any public officer who holds any post involving, in any degree, the
management of public funds, and in particular every officer to whom is delegated the
power to expend or receive such funds shall in the Government's interest and in his own
interest, be aware of the following essentials of vote control procedures that AIE holders
shall be made to understand that the limit to which they may spend is that prescribed by
the authority and not their expectations, however justified these may seem.

ln the circumstances, the management was in breach of the law.

6. Lack of Approved Policy for Doubtful Debts Provisioning

The statement of financial position and as disclosed in Note 15(a) to the financial
statements reflects receivables from exchange transactions balance of Kshs.34,236,699
during the year under review. However, there was no policy for doubtful debts
provisioning to guide the controls and management of the receivables from exchange
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transactions contrary to Regulation 64(1) of Public Finance Management (National
Government) Regulation,2015 which states that an accounting Officer and a receiver of
revenue are personally responsible for ensuring that adequate safeguards exist and are
applied for the prompt collection and proper accounting for, all national government
revenue and other public moneys relating to their Ministries, departments or agencies
and adequate measures, including legal action where appropriate, are taken to obtain
payment.

ln the circumstances, the accuracy and collectability of receivables from exchange
transactions balance of Kshs.34,236,699 could not be confirmed.

7. Failure to attain Audit Committee Meeting Thresholds

During the financial year under review, the audit committee held only two meetings
contrary to contrary to Regulation 179(1)of the Public Finance Management (National
Government) Regulations, 2015 which states that the audit committee shall meet at least
once every three months.

ln the circumstances, audit committee oversight of the laboratory operations may be
compromised.

8. Lack of a Procurement Plan

Review of the various procurement documents and correspondences revealed that the
Laboratory did not have an approved procurement plan during the year under review
contrary to section 44(2)(c) of the Public Procurement and Asset Disposal Act, 2015
which states that in the performance of the responsibility under Subsection (1), an
accounting officer shall ensure procurement plans are prepared in conformity with the
medium term fiscal framework and fiscal policy objectives and, subject to subsection (3),
submit them to the National Treasury.

ln the circumstances, the management was in breach of the law

9. Lack of Annual Workplan

During the year under review, Laboratory did not prepare an approved workplan for the
year contrary to The National Treasury and Economic Planning Circular Ref: Treasury
Circular No.7l2O23 of 21 June, 2023 which states that accounting officers are required to
prepare annual work plans to guide implementation of the planned activities and
realization of desired outcomes and outputs and shall be aligned to approved budget.

ln the circumstances, the management was in breach of the law.

l0.Failure to attain Board Meetings Threshold

The statement of financial performance and as disclosed in Note 10 to the financial
statements reflects board expenses of Kshs.3,332,823. Audit verification of the board
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minutes revealed that three (3) instead of four (4) full board meetings were held during
the financial year under review contrary to section 35 (F) of the Pharmacy and Poisons
Act, 2012 which requires the board of management to meet at least four times a year.
Further the board is yet to develop a board charter to guide in its operations and
performance during the year.

ln the circumstances, the management was in breach of the law.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk management and overall governance
were operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of the Management and those charged with governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards Accrual
Basis and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Laboratory ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them and that public resources are applied in
an effective way.

The Board of Directors is responsible for overseeing the Laboratory's financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.
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Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards of Supreme Audit lnstitutions (lSSA|s). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with lSSAls will always detect a

material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

ln conducting the audit, Article 225(6) of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordancewiththe provisionsof Section 7(1)(a) of the PublicAuditAct,2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenva.oo.ke/auditor-qenerals-
responsibilities-for-audiU. This description forms part of my auditor's report

FCPA N BS
AUDITOR-GENERAL

Nairobi

16 December,2O25
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,.ATIONAL QUALITY CONTROL LABORATORY
Annual Report and Financial Statements
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10. Statement of Financial Position as at 30 June 2025

*Revaluation reserve 2024 reJlects revaluation amount less net book value reported in year 202j
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11. Statement of Changes in Net Assets for the year ended 30 June 2025 
-
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Statement of Cash Flows for the year ended 30 Ivne2025

The financial statements set out on pages 24 to 27 were signed on behalf of the Board of Directors

t

by:

Name:

Accou

Date:

Dr. Sultani Matendcchero

nting Officer

3010612025

Nr-", N,rll{tiil".,c.ahiambo

Hcad of Finance

ICPAK M/No:

Date: 30/06/2025

Namc: r. John Muturi

Chairman of the Board

Date: 30/06/2025
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ActivitiesNet cash flows from financin

3t,279,641Q,280,625\Net increase/(decreasc) in cash & Cash equivalents
6,139,6022 499,4412024Cash and cash e uivalents at I Jul

218 81620 5nu )eta 0 JIu a enI tsedn hascaC hs a
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12. Statement of comparison of Budget and Actual amounts for the Y!!r ended 30 June 2025

Notes; SOurce ofdata is approved 202412025 budget

Yo of
ufilization

Performance
difference

Actual on
comparable

basis
Final budgetAdjustmentsOriginal

budget
IGhsKshsKshsIGhsI(shs

f=d/c*100s=(c-d)dc=(a+b)ba

Revenue
OYo747,858,053147,858,053147,858,053Transfers from Other

Governmerits entities
0%(10,199,395)10,199,395

9s%
Public Contributions
and Donations 51,326,020

0%of ServicesRend
0%107,225Sale of Goods 101,225

140300 4L3Other Income 61 63 640201 933 05320t 933,053 0%Total Income
Ex enses 45%(34,612,672)28,008,00262,620,67462,620,674

19%110,604,674
Use of Goods and

Services 26,005,1 18
t36, 609,792 164%1,302,823Em lo ee costs ) 030,000) 030,000 0%Board

eciationD 315%1,447,8712,720,458672,587
0%

672,58'7
684,000

Repairs and

Maintenance 684 000
141 5782Audit Fees 20r, 933,053

0 353)902 1 282,083,0660ertudneExItaoT
eriodlui for theSu

eruItne dxEtaIaC

28

2,748,98054,07s,000

-sc,o7s,ogg--
3lYo

- t36,609,792
3,332,823

30%



BUDGETNOTES

1. EmploYee costs

NQCL had a budget for personnel, however the Minisry of Heatth did not transfer funds to NQCL account

and therefore we onlY sPent AIA

2. Board remuneration

The budget allocated for the board was not sufficient this was because the board was still new and there was

no comparison budget from previous years to make estimates'

J Repairs and maintenance

The budget utilization was 3l 5% and this is due to old equipment that requires frequent repairs hence

increasing expenditure.

4. Use of Goods and Services had utilization percentage of 45Yobecause NQCL did not receive a grant from

MOH

NOTE

NQCL has ongoing Legal case, a letter was issued indicating that NQCL should pay Kes 126'000' with a

disclaimer that NQCL should wait for the final figure to be communicated'
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13. Notes to the [inancial Statements

l. General Information

The National Quality Control Laboratory is established by and derives its 'aqthority and

iccountability from .section 35D of the Pharmacy and Poisons Act Cap 244 of the Laws of Kenya.

The National Quality Control Laboratory is wholly owned by the Government of Kenya and is

domiciled in Kenya. The National Quality Control Laboratory's principal activity is to e;amine and

test medicines for quality and carry out Good Manufacturing Practices inspections in

pharmaceutical manufacturing industry premises.

.1
2. Statement of Compliance and Basis of Preparatio ,{'.

The financial statements have been prepared on a historical accrual basis exqspt for the

measurement at revalued amounts of certain items of property, plant and equipment, impaired assets

at their estimated recoverable amounts and actuarially determined liabilities at their piesent value.

The preparation of financial statements in conformity with Intemational Public Sector.:Accounting

Standards (IPSAS 33) which the first-time adopter adopts accrual basis IPSASs and for which it

presents its first transitional IPSAS financial statements or its first IPSAS financial statements. This

will give a three Year Transitional Relief Period for the Recognition andi/or Measurement of Assets

and/or Liabilities. The other standard used is the (IPSAS l) which is the fundamental principle

underlying the preparation of financial statements including the going concern, assumptions,

consistency, accrual basis of accounting and aggregation & materiality. The financial statements

hlvq been prepared and presented in Kenya Shillings, which is the functional and reporting

currency of the Laboratory.

The financial statements have been prepared in accordance with the PFM Act, the State

Corporations Act, and International. Public Sector Accounting Standards (IPSAS). Th6 accounting

policies adopted have been consistently applied to all the years presented'

30
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Notes to the [inancial Statements (Continued)

3. Adoption of New and Rcvised Standards

The National Quality Control Laboratory has adopted Intemational Public Sector Accounting

Standards (IPSAS 20) ahd oPSAS 33 ) for the preparation of financial statements' whereby oPSAS

33) relates to the first-time adopter of accrual basis of financial reporting. Hence (IPSAS 20) which

requires disclosure of information about transactions between the NQCL and its related parties'

New anrl amended standards trnil interpretations in issue but not yet effective in the year ended

1st July 2023

(IPSAS 20) requires disclosure of information about transactions between the

NQCL and its related parties,like PPB and KEMSA

lst July 2023

The financial statements have been prepared on a historical accrual basis

except for the measurement at revalued amounts of certain items of property,

plant and equipment, impaired assets at their estimated recoverable amounts

and actuarially determined liabilities at their present value

Applicabte: 1't JanuarY 2023:

The objective of IPSAS 4l is to establish principles for the financial reporting

of financial assets and liabilities that will present relevant and useful

informationtousersoffinancialstatementsfortheirasqessmentofthe

amounts, timing and uncertainty of an Entity's future cash flows'

IPSAS 41 provides users of financial statements with more useful information

than IPSAS 29,by:

. Applyin g a single classification and measurement model for financial assets

IPSAS 20:

IPSAS 33:

IPSAS 41:

Financial

Instruments

31
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that considers the characteristics ofthe asset's

. Applying a single forward-looking expected credit loss model that is

applicable to all financial instruments subject to impairment testing; and

. Applying an improved hedge accounting model that broadens the hedging

arrangements in scope of the guidance. The model develops a strong link

between an NQCL's risk management strategies and the accountilrg treatment

for insiruments held as part of the risk management strategy' I l

cash flows and the objective for

which the asset is held;

The objectiv.e of this Standard is to improve the relevance' faithful

representativeness and comparability of the information that a reporting Entity

provides in its financial statements about social benefits. The information

provided should help users of the financial statements and general-purpose

financial reports assess:

(a) The nature of such social benefits provided by the NQCL'

(b) The key features ofthe operation ofthose social benefit schemes; and

(c) The impact of such social benefits provided on the National Quality

Control Laboratory's financial performance, financial position and cash flows'

Although NQCL has a social responsibility of offer free training services, was

not quantified in terms of finances.

January 2023Applicable:1IPSAS 42:

Social

Benefits
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Applicable: lst JanuarY 2023:

a)AmendmentstolPsAS5,toupdatetheguidancerelatedtothe

components of borrowing costs which were inadvertently omitted when

IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples onhedging

and credit risk which were inadvertently omitted when IPSAS 4l was issued'

c) Amendments to IPSAS 30, to update the guidance for accounting for

financial guarantee contracts which were inadvertently omitted when IPSAS

4l was issued.

Amendments to IPSAS 33, to update the guidance on classifying financial

instruments on initial adoption of accrual basis IPSAS which were

inadvertently omitted when IPSAS 41 was issued'

This standard was not used since NQCL did not borrow funds'

Amendments

to Other

IPSAS

resulting from

IPSAS 41,

Financial

Instruments

,lpptXatt" I't JanuarY 2023

c IpsAS 22 Disclosure of Financial Information about the General

Government Sector.

Amendments to refer to the latest System of National Accounts (SNA 2008)'

a IPSAS i9: EmPloYee Benefits

Now deletes the term composite social security benefits as it is no longer

defined in IPSAS.

oIPSAS2g:Financialinstruments:RecognitionandMeasurement

s.,andard no longer included in the 2021 ,IPSAS handbook as it is now

superseded by IPSAS 41 which is applicable from l't January 2023'

Other

improvements

to IPSAS

5)
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ii.Early atloption of standards

The standard sets out the principles for the recognition; measurement'

presentation, and disclosure of leases. The objective is to ensure that lessees

and lessors provide relevant information in a manner that faithfully represents

those transactions. This information gives a basis for users of financial

statements to assess the effect that leases have on the financial position,

financial performance and cash flows of NQCL'

The new standard .requires entities to recognize' measure and present

information on right of use assets and lease liabilities'

This standard was not applied since NQCL did not have any lease during the

financial year.

January 2025

Assets that meet the criteria to be classified'as held for sale to be measured at

thelowerofcarryingamountandfairvaluelesscoststosellandthe

depreciation of such assets to cease and:

Assets that meet the criteria to be classified as held for sale to be presented

separately in the statement of financial position and the results of discontinued

be presented separately in the statement of financial

The standard was not applied during the financial year 2022'2023

Applicable

The Standard requires,

operations to

performance.

IPSAS 44:

Non- Current

Assets Held

for Sale and

Discontinued

Operations

34
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4. d,t-*".y of Significant Accounting Policies

a) Revenue recognition

r) Revenue from non-exchange transactions

Fees taxes and fines

The National Quality control Laboratory recognizes revenues from fees, when the event occurs and

the asset recognition criteria are met. To the extent that there is a related condition attached that

would give rise to a liability to repay the amount, deferred income is recognized instead of revenue'

other non-exchange revenues are recognized when it is probable that the future economic benefits

or service potential associated with the asset will flow to the National Qualrty Control Laboratory

and the fair value ofthe asset can be measured reliably'

Transfers from other sovernment entities

Revenues from non-exchange transactions with other govemment entities are measured at fair value

and recognized when earned. (cash, goods, services and property) if the transfer is free from

conditions and it is probable that the economic benefits or service potential reiated to the asset will

flow to the National Quality control Laboratory and can be measured reliably' Recurrent grants are

recognized in the statement of comprehensive income' DevelopmenUcapital grants are recognized

in the statement of financial position and realised in the statement of comprehensive income over

the useful life of the assets that has been acquired using such funds.

ii) Revenue from exchange transactions

Rendcring of services

The National Quality Control Laboratory recognizes revenue when it is eamed

completion is measured by generation of certificate'

The stage of
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Summary of Significant Accounting Policies (Continued)

Sale of soods

Retenue from the sale of goods is recognized when the significant risks and rewards of ownership

have been transferred to the buyer, usually on delivery of the goods and when the amount of

revenue can be measured reliably, and it is probable that the economic benefits or service potential

associated with the transaction will flow to the National Quality Control Laboratory'

a) Budge( information ' 
,

The origiiial budget for FY 2024-2025 was approved by the The National Treasury and adopted by

the Board of Managenrent.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Budget information (continued)

The financial statements are prepared on an accrual basis using a classification based on the nature

of expenses in the statement of financial performance, whereas the budget is prepared on a cash

basis.

Current income tax assets and liabilities for the current period are measured at the amount expected

to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute

the amount are those that are enacted or substantively enacted, at the reporting date in the area

where the National Quality Control Laboratory operates and generates taxable incgrye' Cunent

income tax relating to items recognized directly in net assets is recognized in net assets and not in

the statement of financial performance. Management periodically evaluates positions taken in the

tax retums with respect to situations in which applicable tax regulations are subject to interpretation

and establishes provisions where appropriate. :
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax bases

of assets and liabilities and their canying amounts for financial reporting purposes at the reporting

date.

Defened,tax liabilities are recognized for all taxable temporary differences, except in respect of

taxable temporary differences associated with investments in controlled entities, associates and

interests in joint ventures, when the timing of the reversal of the temporary differences can be

controlled and it is probable that the temporary differences will not reverse in the foresdable future.
\\

Deferred tax assets are recognized for all deductible temporary differences, the carry-r..forward of

unused tax credits and any unused tax losses. Deferred tax assets are recognized to thigxtent that it

.is probable that taxable profit will be available against which the deductible temporary.,'differences'

and the carry forward ofunused tax credits and unused tax losses can be utilized, exce$t in respect

of deductible temporary differences associated with investments in controlled entiti8g, associates

and interests in joint ventures, deferred tax assets are recognized only to the extent that it is

probable that the temporary differences will reverse in the foreseeable future and taxablb profit will

be available against which the temporary differences can be utilized. ':ri

The chryiug amount of deferred tax assets is reviewed at each reporting date and re{uced to the

extent that it is no longer probable that sufficient taxable profit will be available to allolv all or part

of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-assdssed at each

reporting date and are recognized to the extent that it has become probable that future taxable

profits will allow the deferred tax asset to be recovered.

Dgferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year

when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been

enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside surplus or deficit is recognized outside surplus or

deficit. Deferred tax items are recognized in correlation to the underlying transaction in net assets.

Deferred tax assets and deferred tax liabilities are offset if a legatly enforceable right exists to set

off current tax assets against current income tax liabilities and the defened taxes relate to the same

taxable Entity and the same taxation authority.
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Summary of Significant Accounting Policies (Continued)'

Sales tax

Expenses and assets are recognized net of the amount of sales tax, except:

i) When the sales tax incurred on a purchase of assets or services is not recoverable from the

taxation authority, in which case, the sales tax is recognized as part ofthe cost ofacquisition ofthe

asset or as part of the expense item, as applicable

iD When receivables and payables are stated with the amount of sales tax included

The net amount of sales tax recoverable from, or payable to, the taxation authority is incl'uded as

part ofreceivables or payables in the statement offinancial position'

Investment properties are measured initially at cost, including transaction costs. The canying

amount includes the replacement cost of components of an existing investrnent property at the time

that cost is incurred if the recognition criteria are met and excludes the costs of day-to-day

maintenance of an investment property. Investment property acquired through a non-exchange

transaction is measured at its fair value at the date ofacquisition. Subsequent to initial recognition,

investment properties are measured using the cost model and are depreciated over a usef,ul period'

Investment properties are derecognized either when they have been disposed of or when the

investment property is permanently withdrawn from use and no future economic benefit or service

potential is expected from its disposal. The difference between the net disposal proceeds and the

carrying amount of the asset is recognized in the surplus or deficit in the period of recognition'

Transfers are made to or from investment property only when there is a change in use'

d) Property, plant and equiPment

All the property, plant and equipment for National Quality Control Laboratory which includes land,

equipment and furniture and fittings was valued and a valuation report issued' NQCL adopted

valuation report based ofasset shelfor useful life to depreciate the assets. These assdts are stated at

Summary of Significant Accounting Policies (Continucd)
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e) Leases '-"..

Finance leases are Ieases that transfer substantially all of the risks and benefits inbidental to

ownership of the leased item to the National Quality Control Laboratory. Assets held under a

finance lease are capitalized at the commencement of the lease at the fair value'o.f the leased

property or, if lower, at the present value of the future minimum lease paymentS' The National

Quality Control Laboratory also recognizes the associated lease liability at the inception of the

lease. The liability recognized is measured as the present value of the future minimum lease

payments at initial recognition. Subsequent to initial recognition, lease payments are apportioned

between finance charges and reduction of the lease liability so as to achieve a cgnstant rate of

interest on the remaining balance of the liability. Finance charges are recognized as findnce costs in

surplus or deficit. An asset held under a finance lease is depreciated over the useful life of the asset.

I{owever, if there is no reasonable certainty that the National Quality Control Laboratory will obtain

ownership ofthe asset by the end ofthe lease term, the asset is depreciated over the shorter ofthe

estimated uieful life of the asset and the lease term.

Operating leases are leases that do not transfer substantially all the risks and benefits incidental to

ownership of the leased item to the National Quality Control Laboratory. Operating lease payments

are recognized as an operating expense in surplus or deficit on a straight-line basis over the lease

term. However during the financial year2024- 2025 NQCL did not have leased obligation.

f) Intangible assets

Nqcl has acquired LIMS more than 1'0 year ago. The LIMS was valued and the valuer gave one year

useful life for the system, which is over and therefore has zero value in the current financial year.

g) Research and development costs

The National Quality Control Laboratory did not incur any research costs. However, development

costs on an individual project are recognized as intangible assets when the National Quality Control

. Laboratory can demonstrate:

t.;:' the technical feasibility of completing the asset so that the asset will be available for use or

sale

U. Its intention to complete and its ability to use or sell the asset

III. How the asset will generate firture economic benefits or service potential

IV. The availability of resources to complete the asset

V. The ability to measure reliably the expenditure during development'

Notes to the Financial Statements (Continued)
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Summary of Significant Accounting Policies (Continued)

Following initial recognition of an asset, the asset is canied at cost less any accumulated

amortization and accumulated impairment losses. Amortization of the asset begins '.when

development is complete, and the asset is available for use. It is amortized over the period of

expected future benefit. During the period of development, the asset is tested for impairment

annually with any impairment losses recognized immediately in surplus or deficit.

h)

a)

Initial recosnition and measurcment

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and Measurement

are classified as financial assets at fair value through surplus or deficit, loans and

Receivables, held-to-maturity investments or available-for-sale financial assets, as appropriate' The

National euality Control Laboratory determines the classification of its financial assets at initial

recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that

are not quoted in an active market. After initial measurement, such financial assets are subsequently

measured at amortized cost using the effective interest method, less impairment. Amortised cost is

calculated by taking into account any discount or premium on acquisition and fees or costs that are

an integral part of the effective interest rate. Losses arising from impairment are recognized in the

surplus or deficit.

Notes to the Financial Statements (Continued)

Financial instruments

Financial assets

4l

Held-to-maturitv.

Non-derivative financial assets with fixed or determinable payments and fixed maturities are

classified as held to maturity when the National Quality control Laboratory has the positive

intention and ability to hold it to maturity. After initial measurement, held-to-maturity investments

are measured at amortized cost using the effective interest method, less impairment. Amortized cost

is calculated by taking into account any discount or premium on acquisition and fees or costs that

are an integral part of the effective interest rate. The losses arising from impairment are recognized

in surplus or deficit.



Imnairment of financial assets

The National Quality Control laboratory assesses at each reporting date whether there is objective

evidence that a financial asset or hnancial assets is impaired. A financial asset or an Entity of

finanoial assets is deemed to be irnpaired il and only if, there is objective evidence of impairment

as a result of one or more events that has occurred after the initial recognition of the asset (an

incurred 'loss event') and that loss'event has an impact on the estimated future cash flows of the

financial asset or the Entity of financial assets that can be reliably estimated. Evidence of

impairment may include the following indicators: :

D The debtors or an Entity ofdebtors are experiencing significant financial difficulty.

ii) Default or delinquency in interest or principal payments 
:

iii) The probability that debtors will enter bankruptcy or other financial reorganization'

iv) Observable data indicates a rneasurable decrease in estimated future cash flows (e.g., changes

in arrears or economic conditions that correlate with defaults)

b) Financialliabilities

Initial rccoenition and measurement

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair value

through surplus or deficit or loans and borrowings, as appropriate. The National Quality Control

Laboratory determines the classification of its financial tiabilities at initial recognition. All {inancial

liabilities are recognized initially at fair value and, in the case ofloans and borrowings, plus directly

attributable transaction costs
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Loans and borrowins

After initial recognition, interest bearing loans and borrowings are subsequently measured at

amortized cost using the effective interest method. Gains and losses are recognized. in surplus or

deficit when the liabilities are derecognized as well as through the effective interest method

amortization process. Amortlzed cost is calculated by taking into account any discount or premium

on acquisition and fees or costs that are an integral part ofthe effective interest rate.

i) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was received

through non-exchange transactions (for no cost or for a nominal cost), the cost ofthe inventory is its

fair value at the date of acquisition. Costs incurred in bringing each product to its present logation

and conditions are accounted for, as follows:

i) Raw materials: purchase cost using the weighted average cost method'

ii) Finished goods and work in progress: cost of direct materials and labour and a proportion of

manufacturing overheads based on the normal operating capacity but excluding borrowing costs.

After initial recognition, inventory is measured at the lower of cost and net realizable value'

However, to the extent that a class of inventory is distributed or deployed at no charge or for a

nominal charge, that class of inventory is measured at the lower of cost and current replacement

cost. Net realizable value is the estimated selling price in the ordinary course of operations, less the

estimated costs of completion and the estimated costs necessary to make the sale, exchange, or

distribution. Inventories are recognized as an expense when deployed for utilization or consumption

in the ordinary course of operations of the Entity-

j) Provisions

provisions are recognized when ttre Entity has a present obligation (legal or constructive) as a result

ofa past event, it is probable that an outflow ofresources embodying economic benefits or service

potential will be required to settle the obligation and a reliable estimate can be made of the amount

of the obligation. Where the Entity expects some or all of a provision to be reimbursed, for

example, under an insurance contract, the reimbursement is recoglized as a separate asset only

when the reimbursement is virtually certain. The expense relating to any provision is presented in

the statement of financial performance net of any reimbursement'
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Sumpary of Significant Accounting Policies (Continued)

k) Contingent liabilities

The Entity does not recognize a contingent liability but discloses details of any contingencies in the

notes to the financial statements, unless the possibility of an outflow of resources embodying

economic benefits or service potential is remote.

l) Contingent assets

Thb Entity does not recognize a contingent asset but discloses details of a possible asset whose

existence is contingent on the occurrence or non-occurrence of one or more uncertain future events

not wholly within the control of the Entity in the notes to the financial statements. Con$pgent assets

are assessed continually to ensure that developments are appropriately reflected in,fie financial

statements. If it has become virtualty certain that an inflow of economic benefits or servjce potential

will arise and the asset's valud can be measured reliably, the asset and the related .revenue are

recognized in the financial statements of the period in which the change occurs. :.

m) Nature and purpose of reserves i

The Entity creates and maintains reserves in terms of specific requirements. Revaluation reserve is

maintained for the purpose revaluing assets that belong to NQCL.

n) Changes in accounting policies and estimates

The Entity recognizes the effects of changes in accounting policy retrospectively' The effects of

changes in accounting policy are applied prospectively ifretrospective application is impractical'

o) Employee benefits

Retirement benefit nlans

The Entily provides retirement benefits for its employees and directors. Defined contribution plans

are post-employment benefit plans under which an Entity pays fixed contributions into a separate

Entity (a fund), and will have no legal or constructive obligation to pay further contributions if the

fund does not hold sufficient assets to pay all employee benefits relating to employee service in the

current and prior periods. NQCL also pays gratuity to all contracted staff upon the end of

contractual period.
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Summary of Significant Accounting Policies (Continued)

p) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruiing rate of exchange on the

date of the transaction. Trade creditors or debtors denomindted in foreign currency are reported at

the statement of the financial position reporting date by applying the exchange rate on that date'

Exchange differences arising from the settlement of creditors, or from the reporting of creditors at

rates different from those at which they were initially recorded during the period, are recognized as

income or expenses in the period in which they arise'
';q) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and equlpqent'

Such borrowing costs are capitalized over the period during which the asset is being acquired or

constructed and borrowings have been incuned. Capitalization ceases when construction of the

asset is complete. Further borrowing costs are charged to the statement of financial performance,

however NQCL did not borrow any funds during the financial year'
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Summary of Significant Accounting Policies (Continued) -

r) Related parties ;.

NQCL regards a related party as a person or an Entity with the ability to exert control:individually

or jointly, or to exercise significant influence over the Entity, or vice versa. Members of key

management are regarded as related parties and comprise the directors, the CEO and senior

managers.

s) Serviceconcessionarrangements

NQCL analyses all aspects of service concession arrangements that it enters into in determining the

appropriate accounting treatment and disclosure requirements. In particular, where a private party

contributes an asset to the arrangement, the Entity recogtrizes that asset when, and only when, it

controls or regulates the services the operator must provide together with the asset, to whom it must

provide them, and at what price.

In the case of assets other than 'whole-oflife' assets, it controls, through ownership, beneficial

entitlement or otherwise - any significant residual interest in the asset at the end of the arrangement'

Any assets so recognized are measured at their fair value. To the extent that an asset has been

recognized, the Entity also recognizes a colresponding liability, adjusted by a cash consideration

paid or received.

0 Cash and cash equivalents

NQCL has a Bank account with National bank of Kenya. At the end of every financial year bank

balanqe.certificates is issued to indicate the cash at Bank as at 30th June. The Bank balance on the
'':1.

cettificafb forms our cash and cash equivalent, since we do not hold Petty cash.

u) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation'

v) Subsequent events

. There have been no events subsequent to the financial year end with a significant impact on the

financial statements for the year ended June 30,2025
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Summary of Significant Accounting Policies (Continued)

5.SignificantJudgmentsandSourcesofEstimationUnccrtainty

The preparation of the Entity's financial statements in conformity with IPSAS requires management

to make judgments, estimates and assumptions that affect the reported amounts of revenues,

expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of the

reporting period. However, due change from cash to accrual basis of reporting some estimates may

not be very accurate, but that has been take care of by IPSAS 33. about these assumptions and

estimates could result in outcomes that require a material adjustment to the carrying amount of the

asset or liability affected in future periods. State all judgements, estimates and assumptions made:

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the

reporting date, that have a significant risk of causing a material adjustment to the carrying amounts

of assets and liabilities within the next financial year, are described below. The Entity based its

assumptions and estimates on parameters available when the consolidated financial statements were

prepared. However, existing circumstances and assumptions about future developments may change

due to market changes or circumstances arising beyond the control of the Entity. Such changes are

reflected in the assumptions whenthey occur. IPSAS 1.140

a
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SignificantJudgmentsandSourcesofEstimationUncertainty(Continucd)

Useful lives and residual value ..

The useful lives and residual values ofassets are assessed using the following indicators to inform

potential future use and value from disposal:

a) The condition ofthe asset based on the assessment of experts employed by the Entity.

b) The nature ofthe asset, its susceptibility and adaptability to changes in technolory and processes'

c) The nature of the processes in which the asset is deployed'

d) Availabitity of funding to replace the asset'

e) Changes in the market in relation to the asset

;
..Proyisions 

11

Provisions were not made since the Board Of Directors was still new and they ha{ not been

inVolved the budget process. The budget was approved by the National Treasury and adopted by the

board as issued.
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6. Public Contributions and Donations

(Provide brief explanation for this revenue)

0.000.00The Green Belt Movement

000.00Health Donations

0.000.00Research Donations

5,974,672.2r10,199,394.86Other Public Donations (Donations)

5,914,672.2110,199,394.86Total Transfers and SponsorshiPs

Reconciliation Of Public Contributions and Dona tions

0.000.00Balance Unspent at Beginning of The Year

0.000.00Current Year Receipts

0.000.00Conditions Met - Transferred to Revenue

0.000.00Conditions To Be Met - Remain Liabilities

49



NATIONAL QUALITY CONTROL LABORATORY
Annual Report and Financial Statements
For the year ended June 30,2025.'
Notes to the Financial Statements (Continued)

7. Rendering Of Services

This is the amount charged for testing medicines and HPTs for clients. Certihcates of Analysis are

issued after the tests are completed.

0.000.00Waste Management (Solid Waste)

0.00Waste Management (Sewerage & Sanitation)

52,837,112.9950,069,020.87Service Fees

0.00
!:

720,500rarrung servrces

00.00Quality Assurance

52,837;!12.9951,326,020Total Rcvcnue from The Rendering Of Serviccs
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8. Use of Goods and Services

9. Employee Costs

10. Board Expenses

Descri tion 2024-2025 2023-2024

Kshs Kshs

Subscri ons 84,631 527,600

Admin Fees-bank char ES
174,65r

Audit Fees
1,368 000

Consumables 3,507,539 1,857,144

Fuel and Oil t07,024

Insurance
2,100,000

Chemicals 4,857 461 '7,349201

Utilities 1,3 46,274 1,1 I I ,124

Printin and Statio 1,856,929 1,962,087

Donations 8,853,121

Telecommunication 698 416 1,637.,259

Trai 334,002 713,044

Travel, Subsistence & Other Allowances* 6,201,625 3,756,455

Other General Operating ExPenses 678,673

28 008,002 23,261 9rl

2023-20242024-2025Descri tion
IfthsKshs

12,458,284Salaries and wa CS
340,200nsion schemesEm Io er contribution to

1,260,000Travel, accommodation, subsistence,

allowances

& other

3,706,200benefits and allowancesHous
2, 464,992Gratui

3,699,210Other employee *6 MOH Staff Salaries an

risk & leave allowances
d

N Cl Extraneous,
25,465,57826 00s 118Em lo ec costs

2023-20242024-2025Descri tion
KshsKshs

3,332 823Chairman/Directors' Honoraria
530,736Allowancessitti

Induction and
452,800Travel and Accommodation
120,000

Other Allowances
3,332,823Total
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160,979

126,673

Total

.23,540,126

4,001,684

480,000

1,583,536



12. Repairs and Maintenance

16,115,059.7314,9L5,730.93Property, plant and equipment
0.000Intangible assets
0.000Investment property carried at cost

16,115,059.7314,9L5,730.93Total depreciation and amortisation.

0.00Property
0.00Investment Property - Earning Rentals
0.00Equipment and Machinery
0.00

0.00Fumiture and Fittings
0.00Computers and Accessories

4,452,259.002,120,4s8.00Others
2,120,458.00Total ltepairs and Maintenance

218,815.90Current Account
0.00Savings Account
0.00On - Call Deposits
0.00Fixed Deposits Account
0.00Staff Car Loan/ Mortgage
0.00Others(Specify)

2,499,441218,815.90Total Cash And Cash Equivalents
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11. Deprcciation and Amortisation Expcnse

13. Cash and Cash Equivalents
.':

Vehicles

4,452,259.00

409,394.57
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Notes to the Financial Statements (Continued)

14 (a) Detailed Analysis of the Cash and Cash Equivalents

15 Receivables from Exchange Transactions

15 (a) Receivables from Exchange Transactions (Current)

15 (b) Receivables from Exchangc Transactions (Long-term)

a) Current Account

2,499,441218,815.90National Bank of KenYa

2,499.,441218,815.90Grand Total

Reccivablcs

0.000.00Service, Water and Electricity Debtors

20,266,12328,223,579Other Exchange Debtors- AIA Fees

20?66,12328,223,579Total Current Receivables

0.0028,223,579Total receivables

0.00
Service, water and electricity debtors

7,626,317,006,013,120Other exchange debtors- AIA Fees

'1,626,317.006,013,120Total non-current receivables

28,182,720.2334,236,699Total receivables (a+b)
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16 Receivables from Non-Exchange Transactions

17. Inventories

0.00
Property tax debtors

Levies, fines, and penalties

Licences, fees and permits
50,000.00

0.00

444,750.00Other debtors (non-exchange transactions)
(0.00)

Less: impairment allowance
50,000.00444,750.00Total current rcceivables

17,288.679.2818,167,904Medical supplies and Consumable stores

17,288,619.2818,167,904Total inventories at the lower of cost and net realizable

value
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18. Movemcnt of Equity Investments

NQCL did not have any investments during the financial year 202412025

,t

Lt
,i::
i-.
.r':.
1:'

(.: '
.??

.?,

0.000.00At the beginning of the year

0.000.00Purchase of investments in the year

(0.00)(0.00)Sale of investments during the year

0.00':t0.00Inciease /(decrease ) in fair value of investments

- 0.000.00At the end ofthe year
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19 Property, Plant and Equipment 2024'2025

TotalFurniture
and fittingsLand

KshsKshsKshsKshsCost 16 150 441,152,072828,180J 00 000 0002024As At lst J

Revaluation

salsDis 3,518 130,6961, 152,072
J 000500 000420)uJt 1AAs (14,915,731)

(7,075,872)(82,818)
3,503 14,96521393,403762003,500,000,000June 2025As At 30

Im airment
J 75634 45entsustmAdransfers/T 30 058 8723r266,684

3 000500 0002023As At lst J
Additions (16,115,060)

13, 908,428(2,114,612)
o, 020Depreciation

s alsDis
J 18,130,696lm airment 1,152,072

3,500,000,000
June2024As At 30

<'l

Other Assets,
Lab

Equipment

Computers &
printers

Kshs
3,518,130,696

16,150,4M

- 
828,180

113,7s7,047)Depreciation And ImPairment
745,,362

92o,2oo

16,150,444

- 
828,180
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Valuation . ,. ;..

Land and buildings/ Equipment (be specific) were valued in line with the National .{5sets and

Liabilities Management Policy and Guidelines (Issued 30h June 2020). These amounts were

adopted on 161812023.

20 (b) Property, Plant and Equipqrent at Cost

The freehold land, buildings and other assets were stated on the net book value after the revalued

amounts,

n'.
t:

rt

tt?
.: r..
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21. Trade and Other Payables

Notes to the Financial Statements (Continued

00.004,971,610.44Trade Payables
21,507,398.1525,556,970.76Payments received in advance- Analysis fee

0.002,834,186.00Employee Payables
0.00Third-party payments
0.00Other Payables -OAG

21,507,398.1533,362,767.20Total trade and othcr PaYables
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Retirement benefi t Asset/ Liability

National Quality Control Laboratory doesn't have a defined benefit scheme since there are no

permanent and pensionable employees. The few permanent and pensionable staff at NQCL are

deployed from the Ministry of Health, and the rest are on contract basis. The Contracted staff are

paid gratuity of3l% oftheir basic salary at the end ofthe contract' As at 30rl'June every

employee whose contract had come an end was paid his/ her gratuity.

The Entity'also contrib-utes to the statutory National Social Security Fund (NSSF). This is a

defined contribution scheme registered under the National Social Security Act. ThdqEntity's
r'l

obligation under the scheme is limited to Voluntary contributions legislated from tim6r:to time.

Other than NSSF NQCL does not maintain a defined contributory plan or a defined benefit plan

as it is yet to adopt its scheme of service. This because some staff are posted here.tiom the

MiniStry of Health while the others ire contracted, intems or casuals.

Notes to the Financial Statements (Continued)

I
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23. Cash Generated from Operations

2024-2025
Kshs Kshs

Sur lus for the ear before tax (13,433,491L (12,066,558)

Ad usted for:
De reciation 14,915 731

Workin ca ital ad ustments
Increase in inven (879,2?5) 24,778,542

Increase in receivables (6,739,009L 51118,680

Increase in deferred income
Decrease in Trade ables 3,855 369 6,248,190

lncrease ln ents staff bles

Net cash flow from o eratin activities (2,280,625) 40,424,171

24. Financial Risk Management

The Entity's activities expose it to a variety of financial risks including credit,and liquidity risks

and effects of changes in foreign culrency. The Entity's overall risk management programme

focuses on unpredictability of changes in the business environment and seeks to minimise the

potential adverse effect ofsuch risks on its performance by setting acceptable levels ofrisk' The

Entity does not hedge any risks and has in place policies to ensure that credit is only extended to

customers with an established credit history

The Entity's financial risk management objectives and policies are detailed below:

i) Credit risk

The Entity has exposure to credit risk, which is the risk that a counter party will be unable to pay

amounts in full when due. Credit risk arises long over due receivables that are yet to be paid by

our debtors.

Financial Rist< Managemcnt
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T{: f#ffifi:.*,{.JtT-'*.]1,':;ets recorded in the financial stdtdments representing the Entitv's maximum .IPof*" to credit risk

without taking adcount of the value of any collateral obtained is made up as follows:

As at 30 June2025

0.006,013,120.0028,223,57934,236,699Receivables from ex

transactions

change

0.000.000.000.00Receivables

transactions

changefrom non-ex

0.00218,815.90218,815.90
Bank balalces 6,013,120.0028,442394.9034,455,514.9Total
As at 30 June 2024

0.007,626,317.0020,556,403.2328,182,720.23Receivables

transactions

from exchange

0.000.00
Receivables

transactions

Eom non-exchange

0.000.00409,394.57409,394.57
Bank balances 0.007.,626317.0020,965,797.8028,592,114.80
Total
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Finaucial Risk Management

As at 30 June 2025
30,528,581.2025,556,970.164,977,670.M0.000Trade payables

0.000.000.000.00Current portion rrboof owmgs
0.000.000.000.00

Provisions 0.000.000.00
Deferred income

2,834,1850.000.002,834,186Employee statutories
33,362,757.2030,528,581.200.002,834,785Total

As at 30 lune 2024
21-,507398.1517,947,498.159,559,900

Trade paYables

0.000,000.00rtionCurrent boof rrowmgsPo 0.000.000.000.00
Provisions 0.000.000.000.00
Deferred income 0.000.000.00
EmP gatili onbotbenefiIoyee 21.,507,398.151L,947,498.159,559,900.00
Total

<').

0.00

0.00
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Although customers under the fully performing category are paying their debts as they continue

trading, some debts are Long overdue. The credit risk associated with these receivables is

substantial. However, we have carried out debt circularization and communicated to our debtors

to pay the debts. with the support and advice from the board Members, we hopeful that the debts

will be paid.

ii) ' Liquidity risk managemcnt

Ultimate responsibility for liquidity risk management rests with the Entity's directors, who have

built an appropriate liquidity risk management framework for the management of the Entity's

short, medium and long-term funding and liquidity management requirements. The Entify

manages liquidity risk through continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the Entity under non-derivative financial

Iiabilities by their remaining contractual maturities at the reporting date. The amounts disclosed

in'the table are the contractual undiscounted cash flows. Balances due within 12 months equal

their carrying balances, as the impact ofdiscounting is not significant.
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Financial Rislt Management

iiD Market risk

The Entity has put in place an internal audit function to assist it in assessing the risk faced by the

Entity on an ongoing basis, evaluate and test the design and effectiveness of its internal

accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices

and foreign exchange rates which will affect the Entity's income or the value of its holding of

financial instruments. The objective of market risk management is to manage and control market

risk exposures within acceptable parameters, while optimizing the retum. Overall responsibility

for managing market risk rests with the Audit and Risk Management Committee. The Entity's

Finance Department is responsible for the development of detailed risk management policies

(subject to review and approval by Audit and Risk Management Committee) and for the day-to-

day implementation of those policies. There has been no'change to the Entity's exposure to

market risks or the manner in which it manages and measures the risk.

a) Foreign currency risk l

The Entity has transactional currency exposures. Such exposure arises through purchases of

goods and services that are done in currencies other than the local culrency. Invoices

denominated in foreign currencies are paid after 30 days from the date of the invoice and

conversion at the time of payment is done using the prevailing exchange rate. The Entity

manages foreign exchange risk form future commercial transactions and recognized assets and

liabilities by projecting for expected sales proceeds and matching the same with expected

payments.
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Financial Rislc Management

Financial Risk Management

The carrying amount of the Entity'sforeign currency denominated monetary assets and monetary

liabilities at the end of the reporting period are as follows:

FY 2025

Foreign currency scnsitivity analysis 
.

NQCL doesn't have any assets or liabilities in foreign currency as at now, and therefore there is

minimum risk of Iosing money on an investment in case of change in exchange rates'

Notes To The Financial Statements (Continued)

As At 30 Junc 2024

16;167,9040.0018,167,904Financial Assets- stoch'
.'0.000.000.00Investments

2i$,815.900.00218,815.90Cash

34,68:1,448.750.0034,681,448.75Debtors
53,069,1690.0053,069,169Total Financial Assets

Financial Liabilities
43;362,7670.0043,362,767Trade And Other Payables

0.000.000.00Borrowings
43,362,7670.0043,362,767Total Financial Liabilities

0.00Net Foreign Currcncy
AsseU(Liability)
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b) Interest rate rislt

ManaEement of interest rate risk

Currently NQCL does not have any loan to pay interest, however to manage the interest rate risk,

management has endeavoured to bank with institutions that offer favourable interest rates.

Financial Risl< Management

Fair value offinancial assets and liabilities

a) Financial instruments measured at fair value.

Determination of fair value and fair values hierarchy

IpSAS 30 specifies a hierarchy of valuation techniques based on whether the inputs to those

valuation techniques are observable or unobservable. Observable inputs reflect market data

obtained from independent sources; unobservable inputs reflect the Entity's market assumptions.

These two types of inputs have created the following fair value hierarchy:

O Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities

This level includes listed equity securities and debt instruments on exchanges.

Notes to the Financial Statements (Continued)

2023
0.000.00t0%Euro
0.000.00USD t0%

2022
0.000.00t0%Euro
0.000.00USD t0%
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As at the end of this financial year the ratio of financial assets to financial liability was 1.2:1. ,

That means that NQCL has ability to meet its obligations. Furthermore NQCL has no borrowings '

hence there is no defaulting on loan or bonds payments.
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O ievel 2 - Inputs other than quoted prices included within Level I that are obseivable for

the asset or liability, either directly (that is, as prices) or indirectly (that is, derived from;prices).

o
o Level 3 - inputs for the asset or liability that aie not based on observable market data

(unobserv'able inputs). This level includes equity investments and debt instruments with

significant unobservable components. This hierarchy requires the use of observable market data

when available. The Entity considers relevant and observable market prices in its valuations

where possible.

Financial Risk Management i
The following table shows an analysis of financial and non- financial instruments recordbd at fair

value'by level of the fair value hierarchy: ..i

There were no transfers between levels l, 2 arrd 3 during the year. Disclosures of fair values of

financial instruments have been measured at fair value. This is because the carrying amounts

were valued at fair value prices.

Notcs to the Financial Statements (Continued)

As At 30 June 2025

Financial Assets
0.000.000.000.00Quoted Equity Investments

Non- Financial Assets
0.000.000.00Investment Property

3,500,000,000.000.003,500,000,000.00Land And Buildings
3,50o,ooo,ooo.o()0.003,500,000,000.000.00

As At 30 June 2024

Financial Assets
0.000.000.000.00Quoted Equity Investments

Non- Financial Assets
0.000.000.000.00Investment Property

3,500,000,000.0003,500,000,000.00Land And Buildings

| 3,5oo,ooo,ooo.tto03,500,000,000.00.0
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25. Related Party Disclosures

ature of related a rclationshi

Entities and other parties related to the Entity include those parties who have ability to exercise

control or exercise significant influence over its operating and financial decisions' Related

parties include management personnel, their associates and close family members.

Government of KenY a

The Government of Kenya is the principal shareholder of the Entity, holdirLg 100% of the

Entity's equity interest. The Government of Kenya has provided full guarantees to all long-term

lenders of the Entity, both domestic and external.

other related rrarties includc!

D

ii)

iiD

The Parent Ministry..

Board of directors.

Key management

Transactions rvith related partics

a)

partics

Salcs to related

0.000.00Sales of electricity to govt agencies
0.000.00Rent income from the government. Agencies
0.000.00Water sales to govt. Agencies

6,215,100.00Others sales of services to KEMSA & PPB
6,215,100.00Total

B) purchascs from rclated parties
0.000.00Purchases of electricity from KPLC
0.000.00Purchase ofwater from govt service providers
0.000.00Rent expenses paid to govt agencies
0.000.00Training and conference fees paid to govt. Agencies
0.000.00Others
0.00Total

b)

from the government

Grants /transfers

0.00Grants from national govt

trJTZETffiEMIINFEII'EI
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0.000.00Grants from county government
0.000.00Donations in kind
0.000.00Total

c) Expenses incurred on behalfof rclated party
3 I ,444,501 .000.0Payments of salaries and wages for ernployees
29,847,395.00

0.00
Payments for goods and services for xxx

61,291,896.000.00Total
d) I(ey management compensation

0.00r:0.00Directors' emoluments
0.000.00Compensation to key management
0.000.00Total
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26. Segment Informatioh

National Quality Control Laboratory does not have a subsidiary, a branch or a department.

2?. Contingent Assets and Contingent Liabilities

Contingent Assets

Contingent Assets

0.00Insurance Reimbursements

0,000.00Assets Arising from Determination Of Court Cases

0.000.00Reimbursable Indemnities and Guarantees

0.00Receivables From Other Government Entities

0.000.00Others (Specify)

0.000.00Total

Contingent Liabilities

0.000.00Court Case against the EntitY

0.000.00Bank Guarantees in Favour of Subsidiary

0.000.00Contingent Liabilities arising from Contracts

Including PPPs

0.0010,000,000.00Others (16% VAT to KRA)

0.000.00

(Give details)

7l

(Give details)

Continecnt Liabilities

0.00

Total
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28. Capital Commitmcnts

(NB: Capital comrnitmentE are comryritments to be carriedoutinthe nextfinancial Year and are

disclosed in accordance with IPSAS 17. Capitat commitments may be those that have been

authorised by the board but at the end of the year had not been contracted or those already

contracted for and ongoing)

29 Surplus Remission

In accordance with Section 2lg (2) of the Public Financial Management Act regulations,

regulatory entities shall remit into the Consolidated Fund, ninety psr centum of its surplus funds

reported in the audited financial statements after the end of each financial year. In line with this

legal requirement the Entity remitted Kshs 0.00 (FY 2023 Kshs 0.00). Or The Entity did not

make any surplus during the year (FY 2024 Nil) and hence no remittance to the Consolidated

Fund.

The Surplus Remission has been computed as follows

0.000.00Authorised for

0.000.00Authorised and Contracted for

0.000.00Total

0.000.00Surplus for the period

(0.00)(0.00)Less: Allowable deductions by NT

0.000.0090% Computation (Included in Staternent of
Financial Performance)

Surplus Remission Payable
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0.000.00Payable at the beginning ofthe year

(0.00)(0.00)Paid during the year

0.000.00Payable at end of the Year
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30 Taxation

[P rovide short appropriate explanations as .necessary]

Notes on TAXATION

406,3880.00At b6ginning of the year - Tax reinstated 3 june 2025

5,478,8070.00Income tax charge for the year (note 27)

0.000.00Under/(over) provision in prior year/s (note 27)

(5,478,807)(0.00)Income tax paid during the year

406,3880.00At of the year

406,388.000.00Taxation as at 30 June 2025

(406,388.00)0.000Error

0.000.00Balance c/f
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3l Deferred Tax Liability

Notes to the Financial Statements (Continued)

Defened tax is calculated on all temporary differences under the liability method using the

enacted tax

Rate, currently 30%. The net deferred tax liability at year end is attributable to the following

items:

(In ordinary circumstances public sector enttties under IPSAS are not expected to pay taxes on

surplus funds. However, in specific cases where this is applicable an organization is supposed to

seekguidance onaccountingfor income taxesfrom IAS l2)

32 Events after the Reporting Period

There were no material adjusting and non- adjusting events after the reporting period.

33 Ultimate And Holding Entity

National Quality Control Laboratory is a State Corporation/ or a Semi- Autonomous Govemment

Agency under the Ministry of Health. Its ultimate parent is the Government of Kenya.

34 Currency

The financial statements are presented in Kenya Shillings (Kshs).
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Nalionat Quatity ControI Laboratory

Triat Batance as at 30th June 2025 |

I
I

Cred

Bank Balance

Land, Ptant and EquiPments

Trade Debtors and other debtors

lnventories 
.

Trade payabtes

VAT TAX DUC

Revatuation Reserve

Accumutated Fund

lncome f rom Non oPerations - MOH

Anatysis Fees (AlA)

Training Fees

(Other incomes) lmPrest Refunds

Personnet exPenses

Accommodation

Consumabtes

SubscriPtion

Reagents

Repair Maintenance

Training

Printing /Stationary

Communication

GenaraI ExPenses

Off ice expenses

Fuet /Gas

Bank Charges

Board Members

Audit

Depreciation

Utitities MOH

Utitized Donationed suppties- MOH

33,362,767 '2q

10,000,000'00

3,476,284,836'80

50,069,020'87

10,199,395'00

50,605,520'00

, 720,500'00

107,225'OO

26,005,117.95

6,201,625.00 I i

1,010,935.00

84,631.00

4,857,467.44

2,120,458.00

334,002.00 i :' .,. :

1,856,929.00

698,416.00

2,258,308.00

238,296.00

107,024.00

160,979.08

3,332,823.00
684,000.00

14,915,730.93

7,346,274.00

8,853,121.00

Debit
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i
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218,815.00

3,503,214,964.87

34,681,449.00

18,167,904.00

3,631,349,264.27 3,631,349,264'87
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